


Notic& is hereby given of a Special Councit meeting of Mamusa Loeal 
Municipaiity that will he heid on 


AT 

In the ūouneil Chambers, 28 Schweizer street t SCHWEIZ£R-RENEKE 


R.R, GINCANE 
MUNieiPAL MANAGER 




agenda srrt i \i itn.:\ni mheting 2» may 2u i 5 


1 OPENtNG AND WELCOME 

2. CONSTITUTION 

3. APPLICATIONS FOR LEAVE OF A8SENCE 

4. DECLARAT10N/DtSCL0SURE OF INTEREST 

In terms of Section 5 {1j[n] Schedule 5 of the Loeal Government Munieipal 
Systems Act No 1 1 7 of 1 2 3 4 5 '198 o Counciloi' must dt$close to the munīeipol Counciī 
or any Committee of whieh the Coimcilcr is a member. eny dtred or indirect 
personal or private business interest thnt the Cotmcilor may have in any matter 
beforc Ihe Cotmcil or Conmittee. 

5. F1NAL INTEGRATED DEVELOPMENT PLAN AND OPERATING AND 
CAPITAL BUDGET FOR MTREF 2015/16; 2016/17; 2017/18 


■\GENDA SPRC"IAI (’Ol \IH I M[ f T!NG 29 MA\ 2f)H 



5. HNAL INTEGRATEO DEVELOPMENT PLAN ANO OPERATING AND 
CAPĪTAL BUDGET FOR MTREF 2015/16; 2016/17; 2017/18 

5.1 PURPQSE 

To tabtethe Final lnlegrated Deveiopment Plan and Operatmg and Capftal 
Uudget for MTREF 2015/16; 2016/17; 2017/18 

5.2 BACKGRQUND 

Thc attached Final lfUegrated Development Ptan and Operating and Caprtal 
Budget for MTREF 2015/16: 2016/17: 2017/18 
The MFMA No. 56 of 2003, Section 24 requires that 
(1) The Munieipai eouneil must at least 30 duya hefore the start of the 
Budget year consider approva[ of Iheannual budget Taking īnto account 
subsection 2 & 3 of the MFMA 

5.3 MOTIVATION 

Ttie attached Final !DR and Budget has been compī!ed and tabled in 
Accordance wilh legai requirement and was īnformed by Naiīonal 
GuideJines 

5.4 RECOMMENDATlON 

Recornm ended thal; 

A That eouneil Consider the Drafl Oporatirrg anct Capita1 Budget for MTREF 
2015/16; 2016/17: 201 7/18 

a) A1~ Budget summary 

b) A2 - Budgeted Financral Pefformance (Tevenue and expenditure by standard 
classifjcatron) 

e) A3 - Budgeted FīnanciaE Performance (revenue and expcndilure by munielpa! 
voie) f 
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a) BudgetPolicy 

b) lnvestment and Cash Management Poltcy 

c) Anti-Fraud Policy 

d) Debt Write off Poīicy 
c) Credit Control Polīcy 

f) lndigent Policy 

g) Supply Chain Managcment Po!icy 

h) Munīeipal Property Rate By-law 

i) Munieipal Property Rate Policy 
t) Travel and Subsistence Policy 
k) Munieipal Tariff Policy 


1. Exi?cutive Summary 

Tht? L]ppficatiori of sūun(] i'innneiai rnan3Qement principlos for the eompiialion of the 
Mamusā Loeai Muntcipafity s finandal plan js essentia! and critical t0 ensure that iho 
Council remains financioliy viabfe and that munieipal services aro provided 
su£tainah!y. economically, equitably snd effrciently to alf communrties. 

The municipaifty’s busrnesa pfan and service defivery prionties were reviewed as paH 
of this year s planninp and budpel process, Key areas where savings are expected to 
be curbed on īelephone and intemet usage, prtnting f workshops and travel, 
acoommodation, and catering. The municipality has embarked on impfementing a 
range of revenue colfoction strategies lo optimize the cotlection of dobt owed by 
consurners one of the stralegies is operation duela' whieh is spearheaded by 
councilJors Where their embark on dQpartmental door to door campaign 

National Treasury’ s MFMA Circular No. 75 and 72 were used to guide the compiiation 
of the 2015-16 MTREF Budget 

The main challenges experienced during the eompilalion of the Draft 2015-16 MTREF 
ean be summarfsed as follows: 

^ The ongoing dlfficulties in Ihe naīional and locat economy; 

^ Agfng and poorly maintalned water f roads and electricity infrastructure; 

^ Tbe need to repriorilise projects and expenditure wilhin the existfng resource 
envelope glven Ihe uash fiow reafibes. 

" The resistance of consumers to pay for service rendered by the municipality 

^ Non-achievement of full cosf recovery of speciftc user charges especrally |n relation to 
trading services; 

The increase in munieipal debtors book v/s the demand for service and 
paymer>t of major creditors fike Eskom and Auditor Generai. 

^ Limited socio-economtc activities around Mamusa Loeal Municipa1ity i.e job 
creation,lovv education attainment 

^ The increased oost of hulk water and whieh is ptacing upward pressure on 
service tnriffs to residents. Continuous high tanff increases are not sustainable 
- as there will be point whene services will no-longer be affurdāble. 

* Unchanged property rate ta riff due to unaffordibility 

Wage increases for munieipal staff ihal continue to exceed consumer inflation h 
as well as ihe need to fīll criticai vacancies. 

a Reductron ol oui budget by at least R10 milllon due to no alioeaīion from the 
distric.t Munrcrpality in the subsidisātion of our fndigents. 


The following budget principtes and guidelines informed Lhe compilatīon of the 201 5/1 6 
MTREF 

r The 2014/15 Adjustments Budget priorities and targets, as well as the base fine 
allocations conlained in thrit Adjustments Budget were adopled as the upper 
limits for the new baseljnes for the 2015/16 draft annual budget; 

*■ Tariff and property rate increases shouid be affordable and should generalJy 
nol exceed inflation as measured by the CPI, except where there are phee 
increases Jn the inputs of sen/ices that are beyond tJie control of the 
municipality.ī.e the cost of bulk dectricity. 

r ln additron, tariffs need to remain or move towards being cosī refiective, and 
should tako into aeeounī the need to address inffastructure backiogs within 
Mamusa loeai Munrc!palfty. 

r There will be no budget atlocaled lo The Distrid funded projects unless the 
necessary grants to the municipality are reflected in their taudget and have been 
gazette. 

> The prioritization of the eapKal projeds by Council 

> I n sufflcīent i ncrea se īn t he eo I ledtio n ra te of the mu n ieip a I ity 

r The folfowing expenditure itenis were thorcugh!y discussod with relevant 
directors to ensure that their intensions and costing are moffvatad for; 

- Refre$hments and meals 

- Fumiture and office equipment 

- Overtime expcnditure 

- Special events 

- Mayorai bursaries and donations 

- Subsistence and TraveNing 


Tab1e 1 Consolidated Overvīew of the Draft 2015/16 JVtTR E F 


R.Thouiand 

A dj u s 1 m <3 n t K ud gv t 

Vpar 701 5/1& 

Rucf£et Vear +1 
201G/17 

Budget Yesr +2 
2017/18 

Total Oper3tin£ Revenue 

R 146458 569 

R 138 420 000 

R 146 714 718 

R 136 169 677 

Totōl Opcrating £xpendiiure 

R 148 149086 

R 138 677 HM 

R 145 043 725 

R 157 936 278 

Total Capfīi1 Exp 

R 23 314 211 

R28 623000 

K 10 406 049 

R 32 108787 


Tolal operating rcvenuc has decreased by 6 per cent or R B mlliion for the 2015/16 
financial year when compared lo Ihe 2014/15 Adjustments Budget For īhe two outer 
years. operatiunaJ revenue will increasc by 5, 7 and 5.4 per cent respectively.Total 
operatmg expenditure for the Final 2015/16 financiaJ year has heen appropriated at 
R13ō mlilion and translates into a budgeted surpJus of R 17 4 million i.e operaling 
revenue plus eapilal revenue fess expenditure. When compared to the 2014/15 
Adjustments Budgei, operationaf expendīture has decreased L>y 6 9 per cent in ihe 
2015/16 budgct These surpjus wilE be used to fund capitaf expenditure if the 
municipality is able improve on the anticipated eolīeeiion rates per servicc 


The eapilal budgot of R 28 G million for the ffnat 2015/16 is 16.B por cont more when 
campaned to the 2014/16 Adjustment Budget. This suddon increase is du6 Eo the extra 
R12 miliion thai the munīcīpality has rec6Īved in Munieipai lnfrastructure Grarii īn the 
current yearwhich wltl onty be utitised in the 2015/16 budgot. This was reoeīved as a 
result of good expenditure trend on our MiG funded projects. This good ircnd in 
expendfture is as a resufī of the appointment of a leehnieal director in 2013.The extra 
MtG has increased from R6 2 million to R12 million in 2013/14 and 2014/15 budget 
years respectivety. Unfortunately the municipality does not have suffidenī funds ln 
plaee to iīTiplemont their own projects. Therefore the exlra M1G allocation comes in 
handy in this regard. 


The municipality is also anticipating the allocation of this extra MIG in the outer Iwo 
years henee a huge expenditure is projected for 2016/17 and 201 7/18 


The following projects afso rnquires funding to ensure īhat service is rendered 
effective!y and our revenue is enhanced: 

Replacemenf of water and eleeīneal meters for effective and nccurate bilFing 

> Resuscilation of our water and sewer nefworks unction of the District) 
lmprovement of the eiectricily neiwork around Mamusa Loeal Municipality 

> Purchasing of proper planī and equipment - for maintenance of roads and 
infrasīructure 


2.1 QPERATING REVENUE FRAMEWQRK 


fn order for Mumusa Loeal Municipslily Eo provide quality and efffdent services to it's 
consttuonts tho municipaiiīy aīso needs to generate Ehe required revenue.ln Ehese 
tough eeonomie times strong revenue management ts fundamentai lo the linaneial 
susta[nabiiity of every municipality. The reafity is īhat we are faced witfi devefopment 
backloys antf poverty. Ttie exponditure required to address these chailenges will 
inevitabiy always exceed availabie funding; henee difficuit chotces have to be made in 
relation to tariff increases and balancing expendftures against realisticaliy anticipaled 
revenues. 

ft’s against thls background that the municipality has embarked in a campaign to 
improve on revenue co!lectionThe introduction of Duela for better services carnpafgn 
seeks to reach a wider range of our affording constituents and of course aiso make 
those non-affnrding members of īhe need to consume service at the rate not 
exceeding tFieir limit.This campargn to improvn the eolleelion rate of the 

munictpality on sarvices 


The culture of non-payment or rather the resistance to pay for scrvicoīv is a National 
crisis henee the sudden Eskom crists..Mamusa Loeal Municipeltty is no exception in 
this regard.. Moreover the decayiny nelwork infrastructure aiso contributes to poor 
services Poor service results in non-payment by our customers 

The municipaNly' s revenue strategy is buift around the followtng key components: 

^ Naīional Treasury' s guidetines and maemeeonomie poltcy; 

> Stow growlh wilhin Ihe municipality 

> Efficient revenue management, whieh aims to ensure at least 75 per cent 
annual eolleeīion rate for property rates and other key service charges; 
Electricity tariff increases as approved by the Natlonal Electrjcity Regutator of 
Soufh 

Afri ea (NERSA); 

^ Determining the tariff escalation rate by establishing/ca[culating the revenue 
requiremenl of eaeh service; 

*- The municipality"s Property Rntcs PoJicy approved in terms of the Munieipal 
Property 

Rates Act. 2004 (Act 6 of 2004) (MPRA); 

> increase ability to extend new revenue basis and recover costs; 

> The muniripality' s lndigent Policy and rendering of free basic services, and 
^ Tariff poJicies of the Municipality. 


The follQwing table reflects the tariff īncreases for the budget year 2015/16: 
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Thc fol!owing tabie is the summary of the 2015/16 MTREF; Revenue Budget 
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Operatmg Revenue 

fotal r8venue has decrea&ed from R 146.5 milllnn i n 2014/16 fo R138.4 million in 
2015/16 The major decrease in this revenue is the non-allocation of grants from the 
Disrric.t whieh has happened in the previuus two years.Thore hasn t been any 
correspondence from the DisLrici Muntcīpality regarding Ihe stopping of this particular 
al!oc3tion However the distncī still remains the au[horily,This stopping of the alloealion 
lias put a linaneīal $train on the Municipality. 


Even lhough the munidpality ls not entirely dependent on grants.fhe operating grants 
are 35.2 percent oī the total revenue followed by electiicrty at 22 percent.As far as 
guaranteed ineome these grants wou!d onfy cover 100 percent of our saiaries. 


Services Charges 


The revenue on servicē$ charges is abnui 50 per cent of the tolal revenue Pruperly 
rates is reduced by 5 4 per cent This reduction In the cent arnount in mnd is hased on 
Ihe values of properties that escatated to the doubfe amounl. Thi$ reductron is a relieve 
on rates payers because ratepayers rai$ed obtections. The projected bitling on 
property rates has decreased to R 8 million as the eouneii approves 50 per cent 
rebaies for commerciai farmers who contribute to socio-economic development of 
Mamusa area$. 

The municipality has adhered 1o a 12 2 porcentage rncrea$e on bulk efeciricily as 
reuommended ny National Treasury on crrcular 75. And for other olectricity charge is 
5.3 percent.The revenue for electhcity has increased from R26.2 milfion to R28 milfion 
as compared to the 2014/1 5 adjustment budget.The revenue on electriciiy is less than 
the totaf expenditure on Eleclricily department,whīeh means that this function is nol 
subsidlsing it self and i$ afso dependent on other functīons. This revenue is inciusrve 
of ihe prepaid efectricity. As at 28 Feb 2015 electricity billfng wa$ R17.8 miiliom 

The increase on other service such a$ water F refu$e, and sanitation is 4.8 percent 
whieh is based on the projected CPI as per circular 75. Projected billing on water has 
increased from R12 8 million to R 13.4 mtilion, refuse from R 5 8 million to R 6 millīon 
and sanftationl is R 9.7 million frcm R 9.3 million as compared to 2014/15 flnanclal 
year. 


Other Revenue 

The municipality has decreased this item from R1 .6 million in 2014/15 to R 1 4 miHion 
in 2015/16. Amongst other items other revenue is made up of a projection on gate 
taking from wenztel dam and the recently approved spaza shops license and permits. 
This regu!atinn is also to be implemented across all businesses. Major revenues are 
from saleof bīd documents h cemetery, insurance ciaims 

The follwing table reflects other revenue sources and their tariffs: 
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2,2 OPERATING EXP£NDITURE FRAMEWORK 

The graph helow reflects the most and least contrībuting factors to expenditure 
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■ Eiulk purdiases 
Othef matpriak 

LanlraLli.’d lit J irviCūā 

Oīher ejtpenhjture 


Thc prnjected employee refated cost ls at R 43,5 million for the finandal year 2015/16. 
Council remuneration is at R 5 mtl]ion 

Deprcciation has been increased drastically as comparnri lo the original budget īn 
2014/15,and this is due to the fact thnt the municip3lity has now developeri a creriibīe 


asset register Therefbre the figure of R10.3 miElion on depreciation is in line wilh 
munioipal assets register. 

Fin3nce charges is riuo to the mterost charges on Eskom aeoounl and other 
outrstanding creditors like ihe Auditor GefieraLHowever the miinicipality is hoping io 
achieve more on the revenue enheneemenī strategy in orcler to avoid this expenditure. 


Bulk purchases has been projected using the 12,2 percentage increase as 
recommended by Nationa! Treasury.The adjusted budget included interest on the 
purchases henee the amounl of R 26 mlllion.The fulE year forcast has been used to 
project the purchases for 201 5/1 6 Tbe reveue on eiectricity is moro īhan the 
purchases even though Ihe whale electricity department is running at a deficit.The 
techmcal department will also embark on a mtssion to identify those units that are lost 
through eiīher by hy-passing theft of electricity or electrical fau!ts to ensure thnt alE Ihe 
purchases made are accounted for. 

Repairs and mainlenee īs prujected at R3.1 mi]lion,Thls is a dectease ōf 61 percent 
as compared to the adjustment budget.The main conlributor to this decrease is as a 
resull of correcl classification of these items.Previousfy the municipality had tdentified 
the replacement of assets as Repairs and mainīenanee.lhe purchasing of chemicals 
was also induded under repairs and maintenance but has now been changed 

Repairs and maintenance is only 1 5 percenl of the total PPE This is 3 percenl of Ihe 
total expenditure.The municipality had hoped for at ieast G percent expenditure against 
the PPE but due to affordihility thc munlcipaltty wllE nol be able to achieve that target. 

Contracted services hns heon docroased frnm R9 million to R5,5 million in 
2015/16.The expenditure on Audit fees has been correctly removed frcm thīs item. 

Other expenditure has decreased from R16.1 miElion to R11,7 million in 20l5/1B The 
main items that contributed lo lhis reduction is Mayorai fund whieh ean be increased 
based on the eolieehon rate,Genernl expenditure (R5.3 million to R2.S 
mili!on),Subsistance and travel (R3.6 million to R6 million),etc.Unfortunately this 
exercise was not done to ensure that our budget was funded but to make sure thal all 
the non-phority expondjturns are curbad lo a minimum. 

Proper fleet management will aiso ensure ihai less money is spend on fuel henee the 
reduction in fuel from R1 I million to R 9 00 000 in 2015/16«The refuse truck donated 
from The Districl wiEI also ensure that the expenditure is kept at a mlnimum,More fucl 
was used on traetors thāt perfomed refuse removai, 


2.3 DRAFT CARITAL EXRENDITURE 

T ota I Gapex has increased from R23.8 million to R 28.6 mil lion in 20 1 5/ 1 G ,This amounl 
is inclustve of R 15.3 million expected from MtG,lnternally funded eapiīal expenditure 


fs R 1 1 mllllon Ihe R 1 1 mlllion is ineiusive of the extra alioeation R 1 ū mlllion r eeeived 
from MIG.This funding was received this year and wifl then be ralled over to 2015/16 
as it was received late. 

Even though the municipality does not have enough funding mternally we are stJll 
anticipating expenditure of R1 million on tnfrashucture assets jhis wili include 
repiacement of parts on our pianl and machinery.Normaiiy this expenditure was 
recorded under repairs and maiLenanee however under GRAP 17 the replacement of 
components of an ssseī are regarded as assets rather than repairs. Some of the plant 
replacement will indude the water and sewer plants. 
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2 A CASH FLOW STATEMENT 

The table seeks to provide for the aelual cash to be coliected and spend This table 
e?cdude DepreciaUon and debt impairment as they are non-cash items. 

The budgeted cash flow stalement is the first measurement in determining if the 
budget is funded or unfunded. lī shows the expected level of cash in-flnw versus cash 
oui flow that is līkely to resuft from the īmp!ementation of the t>udget 
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Thn table above reīlects a positive year*end balance of R 1.7 mlllīon. I hi$ d(d not 
include the cfeditors tO be paid in the following year The cas h al beginning of the year 
is a positive R5 million. 

Unlike the statement of īinaneiāl performance the cash flow statement oniy deals with 
ihe aeluai cash paid or received. The table below reflects tha eoiloelion mtes used to 
projecl aeluai cash to be eolieeīeei, The rates are projected Using the current rates as 
at F©bruary 2015.The idea is to ensure that die cash co!lection is projected based on 
ihe lrue capability of the municipallty. Shoutd tho actual ineome excecd our projections 
then the mumcipality wou1d then be in a better positian to cover up the cash flow deficit. 



ACTU A L PE Ftf Ofi M AN CĒ W1S 

PROJ£CTED PERFORMANC£ 1516 
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Prapt!Tty 
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R 6,765.844 
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R 24.940.285 

Watcr 
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R 2,2&Q,m 
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R 13 r 4S5 r S42 

29% 

ft 3,910,894 

Seweragp 

R 6,809, 179 

R 1/1 27.210 

17% 

R 9. 773,895 

17% 

R L 661,562 

līeluīe 

R 1,969,167 

R 71 7.811 

18ft 

R 6,084. 120 

20% 

R 1,216^824 


This table means thateui of the hilling of R niillinn on Property rates tho municipality 
wtfl oniy roceive R6,8 million and the resī is part debtors,The municipality rnighl only 
rcceivo R25 million frnm hilfing nf R30 million on electricity Tho olhor nlecīricity umts 
will not be aeoounted for as it is either lost in our old network systēm or stolen. 
Furthermore some of tlie ursits will be under deblurs. 


The municipaiity is hopinp that there will be no outstanding debts on the electricity 
nccount as we nre on a prnt:ess of converting all the rnetering system into prepaid, 
The municipaNty aiso cuts services for those customers who do not pay for their 
servicns Unfonunntnly this oxercise is only porfnrmnd in town whem tho municipnlity 
is the main serviee provider. 


Due to oui decaying infrastructure the niunicipality is unahle to collect more on the 
water,sewerage and refuse services There are eeilain areas of the munidpality whom 
sewerage flows Jnto yards.This is caused by blockages on īhe main sewer lines.This 
infrastructure is not big enough for the demand and needs upgrading.However tliis 
fundion is that nf Ihe DistricL,lhe rnunicipallty does not have mueh power on īhe 
project. 


Even though refuse removai will be improved since the municipalily has received a 
Refuse truck from īhe District alL other servicos will still affect paymenl,Water service 
Will alSO receive a boost frofn the B1oomhof Waīer Projecl by ihe Distnct.The project 
seeks to bring wnter slraiyisl from the Dam to our pipes.This will also reduce the 
blockages in our sewor linos as thorc will he on£)ugh waier flowing in those pipes_. 

All in all The Cash Flow statemenl reflecīs that tho municipality will end up wilh a deficit 
of R6.4 miliion. 

Suppliers and employees of R97.9 million does not lnclude creditors.ThiS is an 
oversight. The municlpaSity did not include Transfors and grants and it does nol have 
any grants tn be transferred to any other instilulion or person. 


2.5 The following measures are to put in plaee to ensure that the 

munictpality r s budget is implemenieel correctly anel efficiently: 

a. Reduce exper idilure on overtirne buy al least 35% eompared to ihn 2014/15 
frnancial year 

b To put in conlrols in order to curb expenditure on items 

like:catenng,subsistence & travel,paper usage,fLiel.etr 
e. implement the Duela for betler services campaign 

d, Non supply of services to those customers owing the municipality ( credit 
eonlml) 

e, Deveiopment anei implementation of a procurement pian 

f Thoraugh understanding and implemenlnlinn of haek lo hasics 
g Embark on a smarl metering project (source funds) 
h, Acquire the electricity license from eskom in other areas 
i„ Monitor the impJementation of District projects m our area and ensuring that 
they are tmptemented in time 
j Prioritrsation of the mosl essential and retevant posls 

k. Utilisatron of munieipal human capital for implementation of projects ]ike paving 
of roads in order lo save cosls 


2.6 CLOSURE 


The picture given above reflects that the Oouneil budget remains unfunded as the 
expected cash īs lower than the projected expenditure. The statement ol financial 
performance provides for a surplus of R2.9 millīon. However īhis ftgure does not take 
into aeeouni the rovenue that will be īmpaīred as a resull of nor>-payment.Therefore 
the correct surplus ordeficit should be determmed from the Cash flow, The results is 
then a deficit of R1.7 million whieh means that our budgel is unfunded. 

The management has agreed on a pracess io reduce even mcre expenditure so as to 
at lenst brake even.The issues of services not being ahle to subsidise themselves 
leaves the municipaltty in a compromising positton.However it is up lo īhe Council and 
Management of the Munlcipality to ensure that all the planed revenue enhaneemeni 
slrategies and expenditure curt>ing plans are fully implemented and adhered tO.There 
is also a need to engage Ihe Districl so as to ensurc thal they make provision in lheir 
budget to fund our rndigent book. 
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District IDP Framework 
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MAMU8A LOCAL MUNICIPALITY COMMUNITY BASED PLANNING OUTCOME 
0n ,he 16 March 2016 the office of l)ie Premier gave direciive to ali municipaiilies to hold CBP s summit. The summil was heid 
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Our Ref r 2IB Enq, M, ŪAOELE 

03 Junc 201S 

EXTRACT FROM THE MĒNUTES OF A SPECIAL COUNCIL MEETING HELD 
ON29 MAY 2015 

S. F1NAL INTECRATED DEVELOPMENT PLAN AND OPERATING AND 

CAP1TAL BUDGET FOR MTREF 2015/16; 2016/17; 2017/18 

RESGLVED 

A, That Coundl appfoves the Operaling and Capital Budget for MTREF 
2015/16, 2016/17; 2017/13 

a) A1- Budge1 summary 

b) A2 - Budgeted Pinaneial Perfomnance (revenue and expenditure by stancfard 
ciasslfication) 

e) A3 - Budgeted Pinaneial Performance (revenue and expendilure by munieipal vote). 
A4 - Rudgeted Pinaneia! Performance ( revenue by source and cKpenditure by 
type 

d) A5 Mnlti -year and sirtg(e -year eapilal appropnations by munidpal voīe and 
standard classification and associated funding by source. 

e) A6- audgeted Einaneial Position ( Assets and Liabilities) 

f) A7- Budgeted Cash Ftow( Operating aclivlties and Fhnancing aotivltles) 

g) A8 Cash backed reserves 

h) A9- Asset Management 
Supporting lables 

I. SA1 - Budgeted Pinaneial Performance 

II. SA2 - Budgeted Pīnaneia) Performance (Revenue Source/Expendlture type and 
dept ) 

fli, SA4 SA5, SA6 - Recon IDP 


IV. SA18 - Tran©fer and Grants 
V S A22 - C o un ci I and Slaf 1 benef i ts 

VI. SA36 - Delai! Cap)ta1 Budgel 

B That Council approvea Ihe ReviewGd and Amended IDP 2015/16. 

C That Council approves the Revieweri Budget refated po!icies 

D That Council approves the Rales anei Tariff Schedu?e for 2015/2016. 

Proposed : Cllr. L.D. MoHapele 

Seconded : C?lr M V Moyake 

Resotution 4i/20ī5 

CERT1FIED T0 BE A TRUE EXTRACT FROM THE M!MUTES. 


.R. GlNCAME 
MUNICIPAL MANAGER 
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Fox: f053) ?£3 2474 
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Oui Ref: 


Your Ref: 


6nq: $, Mīni 


MUNieiPAL MANAGER'S QUALITY CERTIFICATE 2015-2016 

I, Rantsho Reuben 6incane F the Munieipal Manager of Mamusa Loeal 
Municipality. heroby nertify that the Fīnat MTREF Budget 2015 - 2016 and 
Supporting DQcumentations have beon prcpared in accordance wīth Ihe Munieipal 
Fmance Management Act No. 5G of 2003 and the Regulations made under the Act. 
The draft Budget and Supporting Documents are consistenl with the draft 
lrttegrated Development Plan of the municipa!ity Resolution No 41/2015 


Print Name - RANTSHO REUBEN GINCANE 
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MFMA Circutar No* 72 

Munieipai Finance Management Act No, 56 of 2003 


Munieipal Budget Circular for the 2014/15 MTREF 

This circular prcvtdes furlher guidance munlcipalfties 3ntl munieip®! nnlitie& for the 
preparation of lheir 2014/15 Budgels and Medium Term Revenue snd ExpendilLsre Framowork 
(MTREF), tt must he rend logolher wilh all previnus MFMA Budget Circut«rs snd specincally 
MFMA Circulyr No 70- Munieipal Budgel CircU(ar for ihe 2014/15 MTREF. 
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1 Key focus areas for tbe 2014/15 budget process 

The 20 14 Budyet Review nales that while twenly years of democfacy have brought enduring 
achievements for Soulh Afdoa, there no room for complscēncy To overcome apartheid's 
spatial fegacy, the prDvis|on of housing and socla( infrastrucīLjro nnnris to he lmproved. and 
pf»nnintj framewtirks (icrKss governirrent strengthened The budgel pclicy framework for the 
neid threo yonrs dosignod to manage hsk in a constrnlned flscal envlronment. whiie building 
a foundation for eeonomie growth whieh is stipported by thc implomonlation of iha National 
Devefopment Plan (NDP) Although South Africa's econorr>y has expanded over the past 
years, Ihe rate of grotvth has steadity dedined, from 2,5 per eeni o t GDP tn 2012 Lo 1.8 per 
eenl in 2013; tl is however pro;ected to increase to 21 per cent in 2014, and graduaily 
incroaso to 3.5 per ccnt by 2016, Thts trond tēflcds a conflucrtcc of unfavourabfe glchal anel 
d(ifnestiu circumstance$ whieh impael on all spheres of govemmenit. Aware of these risks, 
government is maīrttaining its expenditure ceiling and no addilional funds hav« been addad to 
the total expenditure announcod in Jasl year s Budget. lnflatton and a nommal spending 
ceiting wifl puī r eal hurigets under pressure over !he meriium term. requiring all spheros nf 
govcrnmcnt to wcrk more efticiEntly. 

Measures to support fasler growth inc!ude acceieraled public infrastructure development. new 
spatial pfans for dties, improved puhiie transport. upgrading of inform3l settlemerits T the 
imp[emenl3t!ūn of steps to professiona[ise the puhlie $ervlce. overhaul pmcurement and 
suppty ehain manegement. and broadenīng and strengthenin0 of industrial devdopment. The 
medtum-term budget framework shows how government has adapled its pians in n 
chall-enging eeonomie and fiscal environment. fmportanliy. gcvernment continues to fund core 
ecortomioand aoeial priorities 

The NDP has been implemenleO to create a fram@work to accelerate eeūnomie growth, 
elimtnate poverty and reriucc jnūqualjty. The budget policy framework for ihe next threc years 
reflects greater alignmenl with ihe plan, as spending programmes hegin to address eeonomEo 
cunsirētints and Ihe need for grea( 0 ! sta5e efndency. The NDP identifies a number of 
microeconomic reforms ncodcd to boost eeonomie growth. These include redudng the cosl of 
living for poor households anri pie cost£ of doing husiness. auppoil for smal! medīum and 
mioro enferprises (SMMEs), entreprcncurs and busincss slort-ups, 3 greener and more 
su 5 lainablH econcmy, supporl for looal production arid employment thmugh govemment 
procuremeni nnd broaden[ng and strengthcning fndusti1al devefopment. 

Munloipalltfes will have tO revlsa their spending plans and rcprioritjse funds to ensure key 
ob]edives are achieved and well-pGrforming programmes are supporiec[ Exp 0 nditure plans 
need to reflect butb Ihe medium-term investment pians enei long-term goels idenīified in īho 
NDP Ovcr ihe next three yeors, government as a whole will have to ieam lo du more with 
less The efīlclencies thal are pchieved will protect pub(ic fmances and enahle Ihe country to 
□eeeleīoio developmenl when eeonomle condiUons improve. Loeal governmeni mu5t ensurn 
that efflctenny gīiins. cradicatian of non-priority spcnding (cosl eonlalnmenl measures) and the 
repriortlisation of expendlluīe relatlng lo r;nrfi infrastructure eonīinue lo lnform thc planning 
framowork of af! munīolpnlittes Consequenily. mumeipal revenues and eaah flows are 
expected to namaln under pressure in 2014/15 and municipalittes must adopt a 
conservatiVG approach wrier? projecting their expected revenues and cash receipts 

ln add[lioTi, munieipaliliea should careful|y considcr affordebi1lty of tariff īncreases, especially 
as lt roi3lcs to domestic consumers while considenng Ihe !evel of services versus the 
assoeiated oosi Municipalitles shou1ri also pay perticular attcntion to mannging revenue 
effectively and csrefully evaluate alt spending dccisions. 


Munieipai 8uifī)vt Circular torlht ■ 2014^15 MTR£F 
17 Miirch 2014 


Pags 3 of 29 


MFMA Ctrcufar No 72 


2 Divtsion of Revenue Bill 2014 

2,1 Additional allotations to loeal government 2014 

jhe 2014 Bjcget Review and Ihe 2014 Division of Revenu« BIH indlcato lhat over the 2014 
MTEF, K296 billion wilī bē transftirred dircct)y lo loeal government and a further R27.4 hiliion 
has been aJbeated to mdirecl grants over īhe next lhree years. Direci transtars to loeal 
govemment m 2014/15 aeeeunī for 0.9 per eeni of natmnat govemmenl h s non-interest 
a11ocations and when Indirect transfers are induded this amounl riāes to 9-6 per eenī. An 
amounī oī R4.7 bi1tion is added io the tOCaf government equiiab1e share lo meel the rising 
costs of providing munieipal servtces and to iiolp rural municlpalities, and R1.9 hillion 1$ added 
to direol oonelilional grants F whieh incfude Ihe munieipal infnastructure, pubifc transport network 
operatJons and inlegrated cīly iJevelopmicnt grants. A further R2 hillion is ndded Lo indireoi 
lransfers, through whom nalional departments and pubhc enlities provide infrastructure and 
seryloes nn bchalf of municipa!ltres, 

Loeal government aJlocations receive addllionat funds to address among others: 

* Compensate and support municipalities wilh lower revertue'raising polenlial such as 
rural. loeal and district munrcīpalities: 

* Compensate for the rising costs oī providmg free basic water and Glectridty to pOOr 
households: 

* Accclorate provisiun of eocess to elean water lhrouglt hulk and reticulation projects 

* Accolorate provrsion of access to elecīrrcity and improving the sustainability of access 
īhrough the refurbīshment oī key infrastnjcture; 

* Expand the eolleeīion and use of data on the conditton of munieipal roads; 

. Increasing the numbcr of interns wilh lnfrastruclure-related skiils workmg in 

mupioipalities; and 

. Promote more spalialiy mtegraied arrd efflcient dties. 

This means the baseline allocations to loeal government tor the 2014/15 are R44.5 bdlion to 
Ihe loeal govornment equitable sharē arid R36. 1 biiHon conditional grards„ cepadty building 
(such as the munieipal systems improvement grant and mfra5tructure skilts cfevelopmeni 
grant) and other grents (such as water ēerviCBS oporating subsidy and energy efficiency and 
demand-skle managemenī gmnt), By 2016/17 these allūcattans are envisaged to have 
increased to R52,8 hilllon and R41 hīllion resp£rtīvcly. 

This document is availabie on Malional Treasury'S wcbsite al 

http://w ww. treasu rv.n ov 73/ d oe u m e nts/r i ai iona I c ' a 2Qbudge t' 2014 

ln addition ( Malional Treasury will send out 'alloeaīion leīters infomi(ng eaeh muntcipaiily oī iis 
equitab1e share, nalional Cōndit]onal grants and provinda1 rransfere £a$ reflcc.tori in the 
relevant provmcra1 budgfil and gazette). 

Mumcipalities must onsuro that Iheii tabled budgets reflect ihe equttab!e share ami condiHonal 
granl allocations set ouL in tha 2014 Division of Revenue Bil1. 

2,2 Changes to thE> 2014 Divisīon of Revenue Bill (DoRB) 

Pfovidiīig greafer c^rteinty in ee/ahon to Public 7rarisport lftfr&structurc Grant 

Oause 6(34) of the DoRB alsu requires consultation before funds for Public Transport 
lnfrastrudiiTe projects are akered downwards by tho Nstinnai Treasury lbis will provide 
certalnty and protod againsl reducīions in futura budgets enabllng munlcipa1ities to secure 
loan tinandng and better projecl management tmplernentatk>n. 
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Enhīmcjng transparency and 3CC0untabīiity tn the managemcnt of grant funds 

Clause 12(3) ol the DoRB ricīals tho resporssibHitie-s of rgoe<ving offfcers of conditiooal 
granls whiph incitfdes a requiremenī that ff a grant tran-sfor withhe!d or stopped, the provincc 
or municipahty must provīde reasons why a gront īransfcr wns stoppcd or withhe(d in iBs 
month!y ane! quaiterly e>cpBntjiture rupūrtinp. 

Promoting more integraīad cities 

South African cities have grown tremendousfy since the end of apahheid nnd sre considcrfKi 
engines of oeonomie growth l-iowever H (n many ways !heir spatial devcbpmcnt palterns 
eonlinue lo fx5Fpetuate Ihe inequalities of apartheid, poor households nre bcated on the 
perīpheries of our CiUes and businesses are far from the people who worK there. Ihe City 
Suppor(. Progranvme (CSPi is working with metropolitan mun|cipalities to ensure that their 
long-īcrm devefopment paftcirns anr! āpeīinl form heeomea boīh more oquiteh!e nnri moro 
afficl&nt; nver īime this straffigy should support fasrer eeonomie growth and a reduciion in 
incquality. tn support of thcsc objcctivcs, scvGrai new provistons bavc heen introduced m thc 
2014 Division of Revenue Bill such as the introduction of clause 14 whieh requires 
mefropo//fan mvnfcipatities to draw-up and $ubmit a 6uitt Environment Performance 
Ptan ( 6EPP ) The BEPP is a strategic summ8fy of the oity's infrastructure programme 
(including grant and OWP revenue funded infrastructure) that must demonstrate how the city 
wiU use ils infrastnjclure tnveslmentā lo change the way the ctly develūps. )nstitutionalisation 
of the Bl£PP will require metropoIitan municipa1īties to: 

» Submit a Council apprqved BEPP |het provid«s 8 strategic sumrnary of how the 
infrastmcturc programmc will bc uscd to dcvclop a morc intcgratcd and efficsent city in 
lerms of the apatial t8rgeliriy approach of the Urbafi Network Strategy and associated 
dev®!opment indicators; 

* BEPPs must inelude prajetts partially or fully fundod by all infrastructure grants metros 
receive (Urban Setībments Development Grant. Integrated Nalional Electrificatīon 
Programme Grant. Puhlie Transport lnfraslructura Grent r Neighbourbt>od Development 
Partnership Grant}; and 

■ ! ransferring national officers are required to consider a dty's BEPP when monitoring 

□llocalions to metros and determinjng fyture a!localions They also eannol make 
|rs.nsfers if a BEPP is nnt submitīed (Olauae 1 0(9) of thc DcRB). 

The BEPP ss intended lo bridge īhe gap between the lntegrated Oeweiopmem R!an and the 
BudgcL of a municipality, giving effect Lo Spatial Deve]opment Frameworks; a oritrcai 
inatrument for investment priofiīisation and focus on spatial targetlng and integratbn. 

Requiring greaier cansuttation with naiionai transferring officers 

Clause 21 ex;plrcilfy rsquires consultetion with ttie reapective dQpartment managing a grant 
before Naīional Treasury w)FI ennsider appravīng Ihe convcrāion fram one type ot gr;inl to 
anether in ycar (for cxamp!e converīing a direct grant to an indirec[ grant) 

Allōwing funds to shift between Pubtic Transport Grants 

Clause 21(1 )(b) of the DoRB providcs for the shifting between eapilal and opBratmg grants 
thal fund munīeipal puhlie lransporl systermi in dtios through a gezetting process. This 
pravides greatcr ccrlainty tc otics m that in-year shortfalis on one aspect OĪ Ihe grant 
Framework lor pub!ic transport ean be offset by shifting funds from anolher grant 
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Munieipal Wster tnfra$truchire Grant 

Bmeū on tbe expericnce wilh Lhe Lirst year of the granl, approximately half of the grant 
lotallinn R3.3 hillion will be a clirecl grant to municlpallties while the remeining half wilt be 
changetl t.o an indiract granl īhrough whieh Ihe Departfnent of Wntor Affairs will impiemeni 
proi«cls in nuiniripnlitJGS wil'h a poor Lrack-record on in^lementing projccts. 


Conver$ion of aMoca1ions 

Ctauso 21 of the DoRB further provides for Lhe conversion of Ihe Munieipal 1nfrastructure 
Grorit (MIG) anel the Urban Setīloments Deve1opment Grant (USDG) from a direct grant to an 
indirect gmnt if the conversion will improve service rtelivery Municlpalīti®s are Lherefūre 
reminded to prioritise Lhe aradicatīon of the huekel eystem. failure Lo adhere īo thīs 
requ!iemenL will r«sult tn ihe FVationol Treasury invoking the re1evant ciauses of the Divtsion of 
Revenue Act agatnst 3chodu!o tl Granls. 

Techr\tCdt amendmonts 

ln addition to the various changes lo Ihe 2014 Divīston of Revenuo 8ill. there heve elso been 
Loehnieai amendments as follows: 

* The obj0CLS of Lhe Bitl havo bcen redrofted \o reflect the language ot sectton 214(1) of 
Ihe Constiiulion, whieh, read wilh Lhe lntergovernmental Fiscal Relalioris Act r 1907, 
rcquiros the inlroductton of e Division ot Revenue Bill annual!y; 

« Chanaes have been made to the way financial years are referred to sn as to minimise 
any confusion anrf to ctarify when the national/pravincfal Ananeial year ls applieahle and 
when Lhe munieipal linaneia! year applies; 

. Ctausos LhaL fadlitete Lhe stopping and realīocation of funds to a differenī sphere rn Lhe 
case tha( a function is assigned dunng the financiel year have been redrafted to clarify 
Lhal Liie norma1 rulcs ond procedures for s condiUonal grant will apply to Lhe Lransfers to 
Ihe nowly assigned sphere MuniclpHlities that are assigned the housinp īuneiion must 
y!so confinn or amend Lhe expendilure plana prevtousiy subrtiflted by a province to !he 
nattonal transfemng officer 

. Clarification has been induded tha; NaLional Treasury mn$t seī tho date for any 
conditīonal grenl funds that remain unspent at iho cnd of the Hnanoial year to be 
returned īo Lhe Nalional Revenue Fund; liiis forms part of the annual process in 
considering rol!-overs; 

* Clarification has been added that the recovery of any fruilless and wastefu! expenditure 
in terms of Ihe Division of Revenue Ael should be done usinq tho prooedures īn the 
Public Finance Managemenl Act 1999^ and Munieipal Finance Managemenl AeL, 2003; 
Ciarification has been added that the natk>nal Lmnsfen1ng officer (accounLirig offlper of ej 
naUonal depnnment) mu&t &ign-off ihn grant allocalion& and frameworks submilLed Ln 
Nalional TrdasLiry for ihe 2015 Division of RHvenuo BII1 and that Lhe accourtt1ng officcr 
may delegato Lhe authoriLy to sign-off these al!ocaLions; and 

* Clarificatīrm has been included in dause 29 Lhat if the documents required by Lhet 
sec!ton have already hoen submiLled in terms of the timeīrame5 oui in Lhe Munloipal 
Fjnance ManagemenL Ad, tho documenls do not have Lo be resubmītled 


3 Headline lnflation Forecasts 

MunīdpaliLies must t.ake the fulbwing macro-economic forcECgisīs inīo consideration when 
preparing their 2014/15 budQets and MTRE:F - 
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4 Rev»sing raies f tariffs and other charges 

4.1 Opcrating Revenue 

Municipafities are naminded to refer tO MFMA Circular No. 70 to ensure th ey abide to 
1egtsJehve prescriptions as contained in the MPMA and gLridahce in aeliing revenue 
projections Fudhennore r con 5 ldermg the overall eoonomie prossures as e?tpfained in Ihe Start 
īo this Gīrcular, municipaliiies need to demonstrate how lhey hsve minimised increases in 
rates, larfffs and olher charges through the ideniificalion 0f ineflficfenctes and ihe appliealion of 
cust containmeni measures white ensuring an nppmphale halanee helween the mteresis of 
poor households. olhsr customer$ and ensuhng the hnoneial 9 Ustainability of the municipalify 

Nalional Trcasury has obaervect that municipalities unjuetiftebly approve property rate and 
servsce charge tariff increases far above the 6.0 per cent upper boundary of the 1nflatlon 
targef, in snnt£ instances mun(dpaiities havn increased annual iartffs In excess of 100 per 
ccnt in a singie Hnauuial vaar. For īhis reason municip 3 itties mu$t justify and suhstantiate 
in t heir budget documentstion { budget narrative) all incresses in excess of the 
6Mpercent upper boundary of the South African Reserve Bank's inflation tarfl©t lf 
municipalHios continue to act in this manner the Naiional T reasury will have no oiher opīion 
but to sel upper limits pf tariff increases for property raies and servīce charges īo whieh 
municipaiit]©S Will have to conform. 

4.2 NERSA'$ process to approvc electricity tariffs 

Munidpalities should have submitted tariff iīicmese applications from November 201 3 alipned 
10 Ihe requirements of eeolion 43 of the MFMA and subsequentJy NEKSA will endeavour to 
finaiise arid nomplele all munidpal tariff applicaīlūns by 15 Mareh 2014. !n thīs regard, 
municipalities were consistendy reminded lo submit ali oulstarn:līn£j D-īorms to NERSA as s 
matler of urgency as the deadtmc for submission was 30 Gclober 2013. NERSA will not be in 
ā position to evaluate munieipal tariff applications m the absence of compfete D-fQrms II is 
imporiant that mumcipalilies and N£RSA work together to ensure Uiat the process of 
approving electrlcify tariffe does not dtsrupī the process of compiling munieipal budgefe oī 
corripromise communlty oonsultations on the budget 

Considermg ihn abOVe lcgisbtive requir*mente l NERSA approved and eomrmunicoted Lhe 
munielpal elcctricrty lariff guidelino lncrease on 20 November 2013 WERSA ātso hdd 
numcrou 3 provfncīal workshops and lndivfdual cngagements wllh munidpelitics in assisting 
with the eompleīion of the D1stribUtion forms (1>forms), whieh is a eiueial parl of a tariff review 
document. 

In spite of all Ihe efforts taken by NERSA. there have only been a lotal oī 34 applicatlons 
receīved as at 13 Fobruary 2014 from munidpalities whieh oonstitutcs only 18 pt?r c©nt Of the 
licen$ees. The laek of eoHahomhon from municipalitJ©S will therefore inhrbit NERSA from 
f 5 Chievrng the 15 March deod!inc, In thrs reyard munhipaUties musf urgmrtly $ubmtt their 
wriff applieaiion together with the accuratcty and compreh&nsivety compieted D-farm$ 
fo NERSA. 
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HERSA has cnnfirmed thal lhey wlll assess and apprave Ihe submitted tedTf appElcations as 
promptJy as poesibl« However. the loek of cooperatk>n un Ihe part of muntcīpalih0s has 
create<J a bottloneck in Iho systarn and will inovitably result in iiHlHyti. Munic3pfflHtie5 are 
reminded thal the tariff apptotlon processes as estabfished and instltutionalised by NERSA ih 
nol V£jlLintary and munictpaHties rnusl ensure eomplianee, 

4.3 Eskom buik tariff rncreases 

MunicLpalilLGS are adv!sed to siruclure lheir 20 14.' 15 electricity tariffs based cirt the approved 
7 t 39 per cent NERSA guEdeline brtff increase end provide for an 8,06 per cent increase in 
the cost of hulk purchases for the lsbied 2014/15 budgets and M.TREF ln lhis regard 
mun|ctpalitie 3 are orn::e agein urgcd to examĒne Ihe cost structure of their e!eciticily 
underiakings and apply to NERSA for electriGlty tarih increases thai ere cost rcncctive and 
onsure continued financia1 sustelnabllity. 


5 Funding chotces and management issues 

5.1 Rernuneration of councillors 

MunieipalKlea sre adviscd to budget for Ihe actual costs opproved in Uno with Ihe latest PubJie 
Offlcer Bearers AeL lssued in Decombcr 201 3 inciusive with Ihe provtsion of an incr#ese equal 
to the estimated CPl intlation over ihe MTEF 

5.2 Employea related costs 

Municipalrtics musl lake into ancr>unt thc mulU-year Salary end Wagc CollecUve Agreementfor 
the period 1 Ju!y 2012 10 3(3 Junc 2015. The egreemem provides for a wage increase bascd 
on the average CPI for Ihe period 1 Fobruary 2013 unlii 31 January 2014, p1us 1 per eem foi 
2014 15 Finanr:ia1 yesr (with effecl of 1 Jufy 2014) 

Tiie averagc CPI for thc period Febnuary 2013 tc 31 January 2[Jr4 is 5.79 psr cent w'hieh 
compares well īo t.he est1mate of 5,9 per cent far 2013 as providtid for m the 2013 Medium 
Term Budgel PolEcy Slatemem Munlclpalitles are therefore adviscd to pmvide fur increasGS 
rclctcd to sabries and wages as follows: 

2014/15 FinanaSai Ycar 6. 79 psr csnt (5. 79 per cont pfus 1 per cont) 

2015/16 Finanda} Year - 6.40 per cent { 5.40 percent plus 1 per cent) 

2016/1 7 Fingncisl Year - 5.40 per eeni (5,40 per cent plus 1 per eenO 

H j S rscomnisnded that īhe prpjecteri inflatlon forecyyt plus one pcr eenl be appiioe! lo thc 
2015/16 and 2016/2017 flnancbl years in the absenco of a cOller.tivfl Salary and Wage 
agreaniGnt. 

5.3 Cost cont 3 ĪninGiit measurcs 

ln MFMA Circular No. 70 niunīcEpalitiGS were strortyly adviscd to take nole uf the Cablnct 
resolutton of 23 October 2013 by whieh all nalional and provinrial departmems, constitutbnal 
inslitut|ons and all puhlie enlHiea are required to implement cost contamment measures wilh 
effecl of January 2014. The cos! containment mcasures musl be implemcnted to elinmiale 
waste. repriuritise spending and ensure savings on sīx focus araas namely, conBultancy fees, 
no credit c.ards, lmvel and ratated costs, advertising, catering and event costs as wdl as costs 
f L >r accommodatiQn. MuniclpnlitEes were subsequontly strongly urged to take nole of Ihe cost 
containmerrt measures as approved by Cahinm and alīgn iheir budgotlng policies tu lhese 
guidelines to thc maximum ej<tent possible. 
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AtihOLjgh it's acknowfedged lhat loeai govemment is autonomous in its sdaīegy formul3tion 
(IDP) and selting uf budgel appropriations, (ooal governmenl remauis a sphere of govemment 
and must therefore align ii(self to Ehe maximum extent possibiH to !hal of nolional end 
provincial government. In this regard in terrns of secfion 62(1) of ihe MFMA the accounltng 
4 ifficor of the muniCFpolity is responsible for managing Ihe linanelāl admin!Ktr3ti:on of Ihe 
mumcipal}ty t and musi forthis purpose leke all teason3bfo stcps to ensure 

* Thyl Ihe iesourc.cs of thc municipātily are used offoctfvely. āfficiently antl ecoromically; 

* That full and proper records of Ihe īinaneiai affairs of the munlcipality are kept in 
accordance vs/Kh any prescribed norms and &tandards; 

That the munlcipallty has and mstintfiin& effecyve, ehieienī and traftsparent systems of 
financial and risk manegemen! anrl internal control: and of mternat audil □peratmg in 
accordanttf with an y prcscribed norms anrJ standard&; and 
. That unauthorised irregular or fruitless arid wa$teful exponditure and other 1osses are 
preventert 

lfs within the spirit of cooperative govornFincG and inīergovernmental relatians Lhat all 
accountinq offrcers lake nnte of tho cost eonlammenl measuros and adopr simrlar ineFisure& 
as part oī thair munieipal budgelrng processes ln this regard, previous MFMA Circulars 
provtde guidance as io whal is consldered as non-priority spendlng. As part of the annual 
2013/14^ and 2014/15 audit process the Auditor General wrli be requlred to verify if 
municipalitbs have adhered to the Cabinei Dacislon with regard to lhis matter 

5.4 Achieving vafue for money and Jmpmved outcomes 

The 2014 Budgei eims to improve the puatity of puhlio services by achtevlng beUer ouīeomea 
wiīhin the currenī īiaeal envolope. lf resources ere wastcd or diverteJ,. tS>e fjotentral outcomes 
arē diminlshed nnd so is the case for incrcased resource ellnoaiiein. In ensuring va1ue for 
money through improved outcomo5 there are various initiatives underway . mcludtng- 

* Severel spending review 5 are under way. conducted jointly by thc NoLional Treasury and 
Ihe Oepahmenī ot Perfornnance Monrtonng and Ewlualion The reviews aim to provirie 
greater understanding of performance and valuc for money in arees such os housing. 
education end indusinai pollcy: 

* Simitor spending reviews have been conducted in provinclal gnvornmcnt, and suggest a 
ranqe of effīcrency improvements that ean enhanee valuc for money: and 

* As part of efforts to cnmbat waste, govemmfcnt issuod the cost oohiainmenī īnstrucl!ons 
Sn Januaiy 2014 

5.5 2014 Naiional Eloctions 

In terrns of Govēmmont Nohee R 145 of 201 4 f Governmenl Gezette No 37367, the date oī the 
eloeiion of thc Naiiunal Asscmbly ond the «leelion oī Rrovinciol Legte!alures will be held on 7 
May 2ū'l4. 

Munidp 0 lWes are reminded that tho pending elections aro tor the sole purpose of clecltng the 
Nalional Assembly ond Provrncial Ugisloturcs; subsequently there is no impect on 
munīcipalities and henee all munidpalit1e& must rarrain from making any contributicn. be tbal 
monetary or in ktnd to any poliheal pariy. 

In t Q rms of 5ection 236 of the ConstitUtiort funding is provided to poliiieal parties participatīng 
in nalīonal and provincial iegislatures on an equiīable and proportional basi&; this Fund i* 
controlled and rnanaged by ihe lndependenl Eledoral Commis»īon Any municipality thal is 
fOund to have C0nit1bUed to īhe naīlonal and provincīal eleeiion pror.nRs. be that directly or m 
kind. will be in direct contravenlion of legislation and &ubsequemly ihe essociated expenditure 
will hsvc to be deelt wlth as unauthor|sed and irrcgular. 
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ln addttion, it has eome lo the attention of Nalional Trcasury that prior to a national p provincjal 
or loeal govemment ©laolEon some municipaHtres ceese debt colteclton and credit control 
meftsures. this donc to wm puhlio «upporl prior to the eleeīion. Nol onty is ihis practice 
completely irresponsible, k ntso jeopardises the financial sustainahllily of fhe municipalily, and 
rs outeida Ihe policy framcwork governing Ihe muniolpa1lty. A debt oo1lection nnrt r.rodit control 
pollcy is o re 5 olutiun of th© munieipal eouneil and oniy throu 9 h that roso]uti;on betng rescīrifl«d 
by the munieipal eouneil ean the debl colledlon and credil control measuras ba susponded. 
Hence t no munīcīpatUy t$ alfowGd to suspend debt cottection and credit eonhol 
mci?sures prior the Nalionnl Etcctions- Accountiug officors need to take nole that if a 
municipa1ity ls found to have susipendad thelr dcbt collection and oredit control measurcs r this 
;irtion will be considered a scrious viotation of the MFMA in that e! constitutcs an ael ol 
financial rnisconducl ancf the necessary aelion wlll bo taken by Nalional Treasury. With 
munieipal clecttons nalional and provincial government respect ihe aulonomy of Ihe process 
and demonslralc a lcvcl of consideralron: the sam o is cxpected Frorn munlcipa!Wes dur|ng thc 
Naliunal Elections 

5 B Tabling a surplus budgel 

Natinnal Trcasury has consistently urgcd muntcipai!ties table and adopt □ surpius opefat«ng 
statement of financial performance. Thrc«.Lgh thc rn-ycar reportmg framcwork it has been 
obsūrv 0 d that a riirecl curre!ation exists helween municipalitifis lhat adopt a dcfidl positīom on 
the statemenl of nnaneial performance ond thal of eash and liquJdity challenges ln addition, 
many municipalit«cs are increatiingly bcooming dependent on yranls to fund their budgets as 
no operating surpluses aro generated lo suppbment ihe capital programme Gonscquent1y al! 
municipa!ities are requircd fo edopt a aurp/Lis posrfiron on the statement of financiat 
performance with the 2014/15 MTREF hudget. 

5.7 Capi1a| expcnditure - 1nternally generated funds: Capital Replacement Reserve 

Municipahties are required to supplemenl lheir eapiial expcnditures from own funds through 
ihe appiication of Iho Capital Rcplaoement Rcscrve {CRR) and current ycar surptuses; this is 
consrderfid a prudent and suppurted principle (n suppl 6 nisnling the ovemll eapil&l programmc 
in funding new tnfras1ruoture and renewifig aging asscts. Notwithslanding ihe importance of 
Buppfementing the cap«lal proE|rammē from own fundlri0. rnany muntcipa1ities provide fundlng 
approprfations froin own in(cmally generaled funds without ihe necesswry cash backing fhis 
dired3y impHea thct the copital progmmmc is unfundcd and will inovitably resull in cash and 
tiquldity challengee for thc municlpaiJty. Muniglpa1ities must ensure interpa1iy gencratcd funds 
appropriated to the capitaf progiramm 0 is adequatc!y cash backod if (he fundmg source is Ihe 
CRR or Ihal the current ycar surpluscs will rea!i&tica1ly realisc. 

5.8 Service standards 

The setting of K«rvice standords is an int«yral part of the servioe «:telivery vntue ehoin ll 
provides tmnsparency «n understtinding performaor:fi inriicators ond henea p.lrcngīhcns Ihe 
enttrc perfarmsnre managcment systeni. In addition it ensures accountabtlity on the parl ol 
the oīficiafs rcsponsible for providing thc service. 

Loeal government is mostly classlficd in Ihe service delivcry and governance «:ategory and ns 
such naeds to be clcar on what the puhlie at larye ean akpeel as a service delivery Standard. 
Ralc payers mus! be ptaccd m a posilion hy whtch they are ahle t 0 mcasure Ihe scrvice 
outputs against the prcdetermined service standards, This aisc scrves as a performance 
rating instrumcnt at an organisationai and irid«vidoa) love 1 , lt is for this rcascn īhat a 
municipality must ādopt servlccs slandards as part of lheir slrategic ohjectivcs en 6 report on 
ihe achievem 0 rUs. All munlcipallties are required to formulate servic.c slondards by ihn cnri nf 
January 2015 whieh must form part of ihe 2015/16 ciraft MTRtl- budgel documentation. In 
aririition Ihe service sianrinrds need to be lablcd before the munieipal eouneil for formal 
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adoplion Tho sorvrce standiards must at a minimum incorporale Ihe adminisirBtive, leehnieaL 
and eeonoane dEvetopment categorīes of the mynicipality, Th« fotlowing ean de used a 
puiele in [he deve 1 opment of those service slandards 

* fludmlnistrative servroe stondards 

• > Tumaround time in dealing with correapondenee (electronrcal[y or ot|-ier) 
rec«ived, 

o Tumaround time In opening a consumer aeeounl. 

* Te ehn lea I service sta n d ards 

e Turnaround tlme in dealtng wilh reported tncidenls (water leakage. potho!e, 
etc.). 

Tumaround time īn rcslortng water and etectricīty conneolīvily. 

* Eoonomie deve!opment service slandards 

o Tumaround ttme ih proccsĒing rezoning applicatiofts. 

o Turnaround ttmc in processing building plans. 

o Turnaround ume in processing spectal husincss appfications 

While rts acknowtedge that 'a one size fits all approacti is noī feasibie end that service 
standards will dīffer bctween municipafities Notv/rlhstanding, all municipBlilies need ro 
proceed with the process of developtng service stand®rds to be approved by i;he munielpal 
eouneil. 

5.9 Water security versus thc deveiopmenta! objectivc of loeal govemment 

Water is a scarce resource and proactfvc measures need to bc irnpiementOd by all 
municipalities in ensurmg the management of this resource. This should huwever not impede 
munīcspalitfes in pursuing a devslopmental agenda aimed at slimulating ioea! eeonomie 
growth In mitrg 3 līng against this imminen! risk. the Oepanmenl of Water Affaīrs dcvetoped 
strat© 0 ies and issued refiuction targets in water consumption patterns of municīpafities; the 
Earget date for achieving these predetermined reductions is 2014, Aithough som e pmgrcss 
has bacn made by oeilain metropoīitan municipalifies in reducing consumplbn le^el^ the 
overall target has not heen ochieved. Munidpattfes need t0 onsure that straiegies aro in 
plaee tt rnduce overal 1 water consumption indudtng proacīlvciy managtng non-revenue water. 
Thc UeparlmeF>( of Watcr Affairs has īinalssed a report in thfs rogard and ths Minister will 
rolease Ihe findmgs in due cour$o 

5.10 tntergovemmonta( relationshrp betwccn distrtct and loeal municipalities 

Th^ role purpose ond mandate (power and funcUons) of district municipaliiies in rclation lo 
loeal munidpa1ities nre ciearly defined in fhe Constitotk>n Thc eumeni perception is that 
dlstrict muniGĪpa!Uies du n'i serve any purpose and don t add vaiu« lo broader servtce dehv«ry 
outcomes ln (haī thoy ore a dup 1 ication oi ihe function® undnrtoken by loeel govafnment This 
pcrccpīion has been croated by a blurring of thc ro!es arvd msponsibiiities by 1 iiese 
munidpalities. 

District munidpaHties are remīnded that the gran( Framework and sh 3 ring of national1y raised 
revenue is b a5 ad anel in(ormed by the 8 Rluaf alloealion ol funclions such as the water funoUon. 
|f & dtstrict munimpality has dcvolved the water īuneīion to liie loeal municīpaliltes wiīhin >ts 
area nf ]urlsdiction it needs to cnsure il provides for the transfer of a poilion of Ihe equitabtc 
share to the loeal munidpalsties actua 1 ly performing ihe function through Ihe dtstricts budget 
process Thc> equitable share is gazetted as a transfor to the district and docs not take into 
con$ideration inlemal arrangemcnts and agreements between diatrict anel loeai municipaiibes. 
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Bemg highly granl dependent to īund operalions dtelrict munScipaliMes have sīarted lmptying 
thaī Lhe Ī1sca| framework (granī framewqrk) does nol adequately fund lhei> operaiions and 
dlrect1y cunlribules to iniputcd service delivery performanoe lī needs īo he noted thai 
Nalional Treasury has in tlie past obseived disīrict munidpal1ties spendlng excessivcjy on new 
adminī&trative buitding$ a.nd luxurinus ahīee furnishings, ln n < 1 ( 111100 . nxcnsKive spendiny on 
vehicles. travelltng and subeistence and cjver bloaīcd romuneration etrudur«s iias a|so heen 
observed. District municipalittes are rominded thal !hey need to pnrform a support function lo 
ioeai munīcipalitics ond m doirig so prioritise thelr budgot 3 ppropriations accortiingty anri riEtgn 
to thc nationaf and provincial objectives in excculing their mendate 

Di$trict munictpalities are onee again reguested to ensure tha< they utilise grant funding in 
□ccordance with lh« national objoctivos and to ensure that granī tundina rcnches targeted 
focus areas. 

Naīional Treasury in consultatk>n with Ihe Departmenl of Cooporative Governance wīll be 
revicwinq the powers and functions oī district munieipaiiliee īr> relation to thc powers and 
funclions of loeal municipalrties; this will ineluhe a rcvicw of Ihe intergovernmentfll fiscal 
rramewod(. 

5 11 The Munieipal Regulatīon on a Standard Chart of Accounts (SCOA) 

The publtcation of the draft Munieipal Rcguiaīion on 3 Standard Chart o[ Accounts in 
September 201 2 inīormed the formal con&ultaīton sesstons hctd with representatives from 
muntolpa1ities and invitees from varinus stakehūldors. Commerils were invitod. summansed iri 
a register. discuss«d in detnil by a workgroup consisting Of sentor officials from the Nalional 
Treasury and appropriale commentS and actions formutaled. Thes« inputs, among olhcrs r will 
īntorm SCO.A Vērsion 5 that will be made avail3ble wiih the īlnal SCOA Regulation 

Naīional Treasury would tike to urge Ihe management of munjcipalilies to prioritise ihe 
preparation for implemenīaiion as a focus area for this budget plannrng periOd and Ehe penods 
10 follow tO ensure that sufncient resnurces are 3 vailable for lhrs crilicn! project, 
lmplementation of a projecl of this nature, scope ahd neoounee alloeaīion needs to become a 
sīrategic objectiva of Ihe munrcipal eounei! lo ensure successfut implementation 

The phneiplee of SCOA are enscunced in Verston 4 (avait3b1e Ori Lhe Naīional Treasury 
website) ot īhe dassificatiun framewnrk and endeavours by fhe municipatity lo prepare for 
implementation shoutd not be iimileU by īhe pending fina1teatiun oī SCOA. ImmeUiale 
altentton iē required to bring the municipalily on track for SCOA implemenīalion and 
subsoquent reportlng m īerms of this dassification framework. 

The Munleipai Regubtion on a Standard Chart of Accouhts is In its fmal stages and wiil be 
ga 2 Ktted by the Mmīstcr of Financa in due coursc. A fo(1ow-ur) MFMA Circular will be issu«d 
īn guiding muniaipafttles. with amgny olhera fc ihe change rnanagemenl process and 
implemenīalion phasc of the SCOA 

5.12 Budgcting for īhn pending dcmarcatign of various munieipal boundart«s 

The Demareatton Board receri|ly pubītahed proposad changos to munieipai boundaries 
induding the merging of various municipalities A1!hough it's acknowledged that any munieipal 
bound;iry changGs anri incorporalion of municipalities wīli havo an impact on Ihe munieip&l 
planning end hudgeting proceaaee P muricipa!ities must maintain the slatus quo and budg<fil 
if it’s busmess uslisiI. this includes providiny for revanuc appropriations fier Mio gazetted 
DoRA Furīher guidance will be provided to affectod munidpalitiOs as the process unfolds 
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6 Conditiona! transfers to municīpalities 

StHJĪH>n 214 of Lho Gofistītution provides for naiional governmcnL to tran®fer resourcfi£ Lo 
munĒeipalilie® in terms of the annual Divisron Revenue Aoi fDoRA) to asslst th«m m 
ejcercising thmr powem ond performinQ lheir functlons, These □llooatēu>ns are annoirncod 
annuaity in the nalionel budget. Transfcrs to municipaliUes from natrona| govcrnmcnt are 
suppleTnented with trfinātcrs trom pravindal government Furthcr f lransfers nre also 
bntwccn fli 5 trral munieipaililiea and loeal munir:ēpa!ittes. 


The DoRA provrdes for funds to be allocated in ditferent 'schedutes Eaeh of the schedules 
pmvide far grant& of a particular type as follows: 


5chedule 1 


Equē|able dsvision of revenue raised naiiooal|y ainonu tlie three spheres of 
govemmeni 

Sahedule 2 


Determinailion of eaeh provinces eqmtab!e »hare oī (ho provmcioi sphere '5 
share t>f revenuc roised n 3 īiqna 1 iy (as h direci chargc again$t the Nalionai 
Revenue Fund.) 

Schedufe 3 


D 0 iermiraLion of eaeh municipalJty's equitabte sh 2 re of the loeal governmeni 
sphcre's share oi revenue rgised na[ionatEy 

Scheduie 4 

Part A 

Pan R 

AILoCatirjiis to provtncBS le supplemenL Ihe fundHlg nf programmes or funclions 
funded frnm provincial budgels 

AllQcations to munidpalities lo aupplemenL the fundirrg of programmes or 
funclions funded from munieipal budgets 

Schedulc 5 

Pad A 

Spectflc al!ocations to provinces 

Part B 

5pecific piirpose 3 lloca[ions to municipalities 

SchediJl3 6 

Part A 

A!toi;nhQiis-ir-kind to provmces for :Lesignaled āpeeial programmes 

Part B 

Allocation 5 -Ln-kind to munfCipaJttfe5 for dBsignated spedal programmes 

SchHdu]e 7 

Psrt A 

AIIocations to provinces for lmmedJate disaster reaponse 

Psrt B 

AllooaLion?; lo munēcipalēties for immediale dē»asler rcsponsē 


lī is lmportant thal ihe transfer$ applleahle to mun[cipalitīes are made transparentiy, anO 
propcriy capturfid in munleipalhieH 1 budgets. fn thls rcgarrj, regulation 1 0 of the Muniapai 
Budget md Reporting Rēgutation$ provides guidance on when fnunicipalltles should ref1ect a 
transter or donation in thcir budgets. Note ihai promises of fvmds Ihal do nol meet Ihe 
requlrement= set out in recjulatfon 10 must not mctuded tn the nnunicipality's budget. 

Munlcipalitlcs are advised not }o provide for transfers from national or provindāl dapartmonts 
thai are nol gazottod ln terms of the 2Q14 D3vision of Revenue Ad (onee enaded) or the 
reīevant provincial budget, or lhat arc nol rolaLod to a f)roperty approved ageīicy agree:rncnl. 
Such &id hoo transfers are very often unaulhorised e>tpenditure at Ihe naLional and provindal 
tevel. and are lnvariably refated to fisca! dumping. 

Also nole that granls-in-kind (a.g eopUal ossels transrerred by a district to_a loeal munlclpality) 
noed to be budgeled for a trnnsfer or grant on Table A4 by Lhe districl municīpaLrty (and 
not on lheir Table A5 Gapilal Budgei - since thc cxpenditure doea not get capitalrsed), and 
a 'aanEributed asset on Table A4 hy tho loeal municipaiity, and trom there directly on Tablc A6 

Budget Pmaneial Po&ilion 
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ln Euppoil of reguteliGn 10 ol tbe Munieipal Budget and Rapnrting ReguiationS r Ihe 2914 
D<visiori of Rflyenue 0il! provtdee Lhal- 

1 in fr;rmī of seclion Waiional Troo?iury is requ<red lo publi&h in (he Oownmmil 
Gozoito Lhe ullocBfions and indicative aNoeaUona īor al! nalional fjranls io munidpa[itiGs; 

2, In Lamia ot soction 30, eadi |?rovinpial lroasury is required īo puhliāh in the Govemm&nt 
G 3 ZBtt& the allocHtions and indicative atlocaīion& pnr municipaliiy for every alloeaīlon to 
he made by the province to munidpalities from the province‘s own funds, and 
3 In ierms of section 29, eaeh category C municipaltty must indicate in it* budget all 
aKocations Frnm its equ»tabie share ahd conditional aībcalionB to be iransforred to eaeh 
category B municipnlrty wilhin the category C municlpality'8 area of jurisdiciron, 

The Governmanl Gazet1e reflecling tha allocations and indicehve allocatidns for ail naīional 
granls to munrcipal(Ue& will be availahlo wilhin 14 dyys of Ihn 2014 Divtsion of Revenye Act 
bemg signed rnlo law al thc following address: 

hltp.;/ ww w t :r^>i^u.rv,aov,zaieqislai i uPT/i)ill8.''2ū 1 4;O s 1 3 u1t .gspx 

ln addiīion NaUonal Treasury puhliahe® a payment schndole that sets out exactly when tha 
equitable share and nalional condltional granl funds are to be transferred to munieipaiiiiea. 
This will be available at- 

hti r>. y/m f m a trea s.u ry . qo y.za/Medl3 Rele35esfMu r ī i dpal B .- !-■ 2 OP a ym -" j r.l ' ' ■ >' '■ ) £ J . :> ia du lj&xP aqe S '4 af au 1 1 , a spx 

6.1 Timing of munidpal conditionat granl transfers 

In order Lo FaoiUtatc synchranisation of īhe national provincial īinaneial year {1 April 10 31 
March) with the munieipal īinaneia! year {1 JuJy to 30 June), īhe 2014 DiViSion ot Revenue Bilt 
requires that all ®quītable share and Schedule 4 and 5 condītionai allocallons to municipalities 
must be transferred to munleipalille® within the penod 1 July 2014 lo 31 March 2U15 
Munidpalrlies musl not aooepl any equitabte share, Schedule 4 and Schedule 5 transfers from 
nnlional yr provincial dopartments oulside of 1hcse timeframes 

Nnhonal and provlnciai departments are slso advised to only īnansfer grant funds and lo only 
make acjency payments lo murtidpalitles wilhln the pehod 1 July 2014 to 31 March 2915. This 
īs īo ensure the municipality is oble to indude such funds on U$ budgei for 2014/15 and to 
en S ure thal reporting on the use of Ehe funds ls properly a!igned across the nalional. provmoal 
and munieipal financial year& 

6.2 Rayment schedule for transfers 

Nalional Treasury ha& īnāti(utad an automated paymen1 system for transīers to munioipstlitres 
m nniwī tu finsure appropriat« KW=fHty checks are put in plaee 

Section 23 of Ihe 2014 Division nf Rcvcnue Bil'i requires transfers to munfcipalittes to be made 
as per Ihe apprnved payment schedule published by Nalionai Treasury. rhrough 1his system p 
any transfers nol in t<uo with thc payment schedulo wUL be rejeoted In addition. if the peyrnont 
data:ls of the municipa!ity ure nat up-to-date the transfer$ wilt a(so bc rejected. 

6.3 Provlncial payment schedules 

The paymert schedu1es that pmvindnl traa8uries are rcquired to euhmil to Nalional Treasury 
in !©rms ūf secliori 30(5} nf Ihe 2014 Division of Rcvenue Si1t will be published on Nalional 
I reasury s website a1ong with Ihe naiional payment schedule 
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6.4 Ftesponsibilities of transfdrr1ng and fecelving authontiiss 

Tho legal obtigations ptar:ed on transfernng and reoeivtng offioers in tcrms of the 2014 D(vision 
□f Revoriuc Bill are very similHr to previous requinements National Treasury intcnds cnsurrng 
striut rjornptiant:e in ordcr to improve spanding leveis and the quality of informahnn re1nting to 
the inflnngement of conditionai granls 

Munidpaltttcs are again reminded thftf eomplianee with Ihe annual DiVislon oī Revenue AeL is 
Ihe responsib]1ity of the mumeipal manager as the "recelving oificer The munieipal managcr 
is responsible for t among olher lhings, ihe l.-ibling of monihly reports in eouneil on wheihcr or 
not the munidpality is complying wīlh thc Division of Revenue Act He/she is also responsihle 
for reporting on any defays in Ihe transfer or the wtthlx>ldmg oī funds. Pailure oo tho parl of a 
munieipal menager to compiy with Ihe Ael will have linaneiai implications for the municipality 
ns it will lead to the muntfilpallty 1osing revenuo when funds aro stopped and/or real1ocated 

Whoro thc municipafity is i]rinbffi to comp1y, or roquirHs an oxtenslon, the mkinieipal menagef 
musl apply lo the Naliona! Treasury anel provide comprehensive motivation for īhe non- 
oomplianee. 

6.5 Unspent conditional grant funds for 2013/14 

To bring legai certointy to the process of managing unspent condittona1 granl funds. $ection 21 
0 f the 2013 Dīvisfen of Revenue Act oontains all provisrons relating to the !raaiment of unspenl 
cdndītional grant funding. 

The process to cnsure the reiurn of unspent cQnditicmal grants for the 2013/14 īinaneial year 
wiīl be managed in tccordance wilh aeelion 21 of the Divtsion of Revenue Acr 1n addilson to 
Ihe previōus MFMA circul 3 rs. Lhe following practical arrangements wilf apply - 

Step 1: Municlpallties must submit their June 2014 ccmditīonal grant expenditure raports 

according Lo section 7 1 of MFMA ref1ecling all accrued expBndlture on conditionat 

grants.. 

Sfep2: When preparing theīr annual financial statements a municipality must determine 

what pohion of eaeh naUonal condittonal alloealion it rftpeīvsd remained unepent 
as at 30 June 2014 These amounle MUST exdudc alt intBrest esrned on 
C0ndītl0nal grants and all VAT re1ated to condltional granl spending that has been 
rcdtKmed from SARS, whleh must be dīSblosed separatc1y. 

Sten 3: lf īhe receiving officer wants to motīvate in terms of secītQn 21 (2) of the Division of 

RevenuĒ Act 2013 thal the funds arc committed to identifīable projede or wants to 
propose an atlematfve paymenl methOd or schedule, the requirod informatiun 
muet he submitted to Nalional Treaaury by 29 Auyust 2014 Nationat Treasirry 
wiii rtot consider any roilovor requesfs thai arc fncornp/ete (see īfem 7.6 
helow) orthat are rece/ved attcr thts deadiine< 

Slop 4: NaHoml Treastiry will confirm in wriijng whcther or not the munldpft1ity rmay retain 

as a rollover any uf ihe unspcnt funds heeauae thcy are committed to tdentlflab)e 
pfojtiu!s or whcther it has pgrnod to any alternalive payment melhods ōr 
sthedu1cs by 1 October 2014 

step 5: A munidpa1ity must relurn the remaining unspent condltional yranl funds that are 

not subject of a specific repayrnent agreemcnt wlth Nalional Treasury to the 
Nat*Urial Revenuc Fund by 21 Octobcr 2014. Fai1ure to rcturn īhese unspenl 
f un ds by this date witl constitule financral misconduct m terms of section 34 of the 
Div]sion of Revenue Act. 

Step (i; Any unspent ccndĒtional grant īunids that should have hut hasnt been repald to 
the Nīiīional Revenue Fund by 21 October 2014 wl!1 be uffHtf1 agninst thc 
municipa1ity's Novembei 2014 equitshle share alk>cation. 
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All th 0 eelGUlations ot the amounts to he surrendereri lo Ihe Nalional Revenue Fund wtlt hc 
audlted by the Auditor-General. 

6,6 Criteria for the rollover of condition3l grant funds 

Municipsiities may not follover unspenl condltlonal grant spcndrng in lerms of section 2B£2)(e) 
ot Ihū MFMA t,read logether vwth regublion 23(5) uf ihe Munidpal Budgel and Reporting 
Regulatbns) because they are net3onat/provincial funds The applieahle roltover process is 
then given effecl through the munieipal adjustments budget in January/February eaeh year for 
a!l ihe cash'lransfers that had already been transferred f0 Ihe hank accounts of municipaljties 
prior to tha end of the financial year In this regard rcfer to MFMA Budgel CircuJar No. 51 for 
more intormatlon. 

Koelinn 21 nf the 2013 Divisian of Revenue Ael requires lhat any cohdHional grants *vhich aro 
nol spenl at thē end of Ihe munieipai financiaJ year muftt revert fo thc Nalional Rcvonuū Fund, 
unless ihe recolving nfticcr provcs to the satisfactipn of Nationa1 T reesury that Lhe unepent 
afbcation is committed fo īdeniifiable projecl&, in whieh case thc funds may bc rolled over. 

When applying to relain unspent condiīional allocations committed to identifiabte projects or 
requesting a roflover in terms of section 21(2) of the Divisbn of Revenue Aot, munidpalities 
must supply Neliona! Treasury wīth fhc folfowing informalion - 

1 A forma1 letter addressed to the NaīionaE Treasury requestlng ihe rollover of unspent 
conditionnl gmnfs īn forms of section 22(2) of the 201 3 of DoRA; 

2 Lisf of all the projects īhat llnked to the unspenl conditiuna1 gran:s. 

3 Evidence lhat work on eaeh of ihe >projects has commenced namtfy eiiher of the 
foltowing: 

ā. Proof thal the projecf tender was published and the period for tonder submisstons 
closed before 30 June; or 

b, Proof that a contraGt for de!ivery of the prpject was signcd bcforc 30 June. 

4. A proqress report on Ihe statB of implementatlon of eaeh of thc projects; 

5 The amounī of funds committed lo eaeh pmjecl, and the condltional ailocatiun frorn 

whioh the funds eome; 

6. An indlcatbn of the timo-perīod wtthin whieh the funds are lo be BpenL and 

7. Froof lhat the Chief Finandal Officer is permanently appointed. No rollover reguesfs 
will be considered for municipalities with vac&nt or acfrng chief Hnaneiōi off/cers, 

lf any of thc above information is not provided or the applicatīon fs received by National 
Treasury aFlaf 29 August 2014, the app|ication wīll be dedined. 

Jn addition, Nalional TroasuFy wlll also take into aeeuunī the fnllowlng intormation when 
nssessing nal1over application& and ro9crvcs thc right to decline an applieaīīon if ihem is non- 
perfnrmance by ihe municipality in any of īhese oreas 

1 Comphance wilh the in-year reporting requtrements tn sections 71 anri 72 of the MFMA 
and section 12 of Ihe 2014 DuRA. induding Ihe munieipal manager and chief īinaneial 
officor signing-off on thc information sent to Nationa1 Tree&ury. 

2 Submissron of the pra-audit Annuai Financial Statement5 inlonmaUon to Nalional 
Treasury by 29 August 2014; 

3. Accuraīe disdo 5 ure of grant performancc in īhe 2013/14 pre-audit Annuel Financial 
Slatements; 

4 Cash avaityble in Ihe hank as at 3D June 2014 t0 fmnce Ihe rolt-over request; and 


Mimielpal SjJdgi:f Circuiar for Ihe 2Ōf4/l5 MTREF 
17 Mvrch 2 OU 


Pag* 1€ af 29 


MFMA CircvtJi Wū 72 


5 lnc;orpor 3 tion Ihe Appropna|tun Sl«itenienī (di$CLissed m point 6.7 below) ;as paīl Of the 
pre-aodit Annual Flnanda1 Statements. 

When approving ony roltpver requests, Natlona| f reasury wiill LiKe ihe latest condftional yrrinl 
expon(Jiture informatIon available at Ihe liine. whieh in this instfjncc īs likely Lo be Lho 
disdosune of §rant performance in the 2013/14 prc-audit Annual Pinaneīal Ststement?» whieh 
must to be cond uded hy 31 August 2014. 

Slmilarly to the above mentioned rotlover process and rn accordance with $ection 22(3)(b) of 
Division nf Revcnue Aei, Provincial Treasuries aro encoura 9 ed to rnslilute rneaaures and 
criterin for the roltovor cf eoneliīional t)rant funds that municīpalities receive īrom provmcial 
departmenLs. 

6 7 Appropriation statement (Reconciliation: Budget atid irr-year performance) 

ln ierms uf GRAP 24 (Prcsontation of budget infonmtion In AFS) municipalities <re requīrod to 
nresont thcir ortginar ant.i adjusted budgcī$ agoinst the aelual ouleom® in Lho annual financial 
slatements; this is consfdered an appropriution statom0fit. I his stalerr>ent is subject to 
auditing and accordingly sdpport'ng documentation would be required lo substantiate the 
compifation of this atatement. Al! municipa1ities were required to eompile an appropnation 
sīatement wfth the 2012/13 AFS, 

Many municipa!ities neglacted lo eompile Ihe appropnation as part of their 2012/13 AFS, 
Malional Treasury consīdered this non-eomplianee in a serious iighī and going fonivard Ihe 
incorporation of an sppnūpriatlon statemenl m the AFS will form part of the evaluvtfon criteria 
īn considering and approving conditionai grant rott overs. In the absencc ot an 
appmpriation statement Naīlonai 7>eosury wiii not favourabte consider condftionat 
granī r ott over appiieaiion^. 

6.8 Reporting and accounting for munieipa! approved conditiona! grant roll-ovcrs 

A munidpality must repori separately on the spanding of condiltonal grant funds lhat are roiled 
over Mytiona[ Treasury has provided a separate reporting templale lo fac!IUate this. This 
temp1ate must be submittsd together with Ihe normal lemplale for reporting conditional grant 
apending for the current year The lamplato īs customised per municipality and must be 
raquested hy e-mail: Ipdataquenes@tn3asurv.gov 


7 The Munieipal Budget and Reporting Regulations 

Maīional Trensury has reloasod Versiūn 2 6 uf ^nhedulc A1 (the txcol FormalS). I his vcrsion 
incorpnrates mmor change$ as communicatGd in MFMA Circular No. 7t). Therefure ALL 
munidpalitiea MUST use this version fur the preparation of their 2014/15 Budget nnd M1 RLF . 

Download VeT8ion 2,6 o! Schoduie A1 by dlcklng HERE 

The Munieipal Budget and Reporting Regu!ations are desiuned to achieve a ranyo of 
objectives. incftiding īmproving the loeal governmen! spheres abitity to deiiver services by 
fadlitating improved' hnaneial sustainabiiity and bei(er medium term pbnning. 1 he reguIations. 
fbrmats and as$aciatod guides etc. are avaitable on Natronal Treasury’s website at 

http://rntrna.treasurv.ciov.2a/RgoulationsandGazettRS/FagG5/d efault-aspx 
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All murcictpalrttes must prepare budgets in accordance wilh the regylations 

MuntcipaNties are reminded thal thc ropu!i5tion£ apply to all munlcipalrlies and munieipal 
entities as from 1 July 2009 


All municipalitie£ and munieipal nntitins muKl prepsre annuai budtjels, adjustmenls budgel and 

irt-year reports for the 2014/15 finanāal year in Hemunlaneo wilh iho Munleipal Budgel and 

Reporttng Regulatbns |n ihis regard munleipalilīea muslcump!y wilh both 

* The format& set out in the Schedules td the Munielpal Budgel and Reportiog 
Rogulatīons; 

* Ensuring lahlo A1 to A'IO of the Munleipal Budget and Reporting Regulations are 
accurate1y oump1eteiJ anel spedfically adopted by the munieipa! eouneil; 

* That supporting ladles SA1 to SA37 arc comprehensīvoly and aocurately corrrpleted and 
tabled before munieipal eouneīl as port of ihe budget aelopUon process; and 

■ That tha budget hoeumoni (ineluhinp the above menl'runed tables) is supported by cbar 
and cancisc nan , alives expi 5 tinrrtg Ihe budget. lt nccds to be noted that Ihe; budget is an 
eKpression of tho policy intenī flDP and strategic objectives) of Ihe municipalily and 
naeds to be supportGd by clear narmlives eKpiainine} thc aelual objectives over the 
Medium'term Revenue and ExpEndīlure Framework. In lhis regarL'J Nallonal Trcasury 
issued the 'Dtirnmy Budget Guide' to assist munieipaiiīie® in compiling iheir MTREF 
budyeis. MunīcipaNties are urged to refor to the 'Dummy Budgel Gurde whieh ean bc 
ocoess«d al; 


hUp;//mfmu lreasurv.aav.za/Guidcline s-'' Paqe s/ Du m myBudqet Guido . aspx 

lf a muntaipaUty fails to prapare its burigeī, adjustrTients budgel and lmyeaF reporis in 
accordanoe wilh the relevanl formats. aclions ihe Nalional Treasury wili take indude 

* The municipalily wīll be required to resubmit their MTREF Budget documen!ation in 
Iho regulated formcil by 8 date dotcrmīned by Ihe Nationa! Treaaury to Ihe munieipal 
oe^unoil for adoplīon; 

* The municipality's non-eomplianee with the required formats will be reportetd to the 
Auditor-Goneral; and 

* A Ust of mumcipaliti«B thal fa!1 to comply with Ihe requlred rormnts wlil bc tabled in 
Pariiumont and the provincial tegislatures. 


!f you require advicē -™th ihe compilation of your budyels, the budgel documents or Schedu1e 
A1 p1oase direct your enquines as follows. 
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012-305 5662 

012-315 54+30 

Nomnnliai Mamilaneiuitr&a5U(V oov /3 

KwaZulu-NHtal 

Bern-'ird MnkgalH]dL 

Johan Eo:ha 

Wolter Munyai 

012-315 5930 

012-315 5171 
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Jnrdan Maja 

Anthnny ih n kj 

D12'315 5063 
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Worthc/n C 5pe 

Wlem Voigt 

Mancfla GlNrran 

012-315 5B30 

ū 12-315 5807 

Wil lem Voiq!fc<!treasurv.fl0.v..2a 

M i»t nJia. G ili m a m ,:K: tr e a S u rv Oōw 

Haā h Weāl 

Sadcsh Ram;3thor 
Kcjoihal50 Motlola 

012 3155101 

012-3155005 

RHm|HlhHntu?lrHaīinr¥ £Jdv ,-h 

KnolhatBO MHtlplff'izHrH^5turv. oav,£H 

WBsiem Capc 

Vuyu 

Kavln 0otl 

012-3155661 

012-315 5725 

Vuvū MbunaaiBjtreasurv c\nv /a 

Kevln Cc! 1(S1 īw9s u rv .nov.za 

leehnie^l »;;&uqs 
■, vith Excūl 
formals 

Elsahe Rossūuw 
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lqtfūlaquBri6H f4:treasury .oo.it, £3 


Wational Treasury, worKiny wilh the prov[ncial treasuriea. wiEI carry out a eompllanee eheeK 
and where munieipaliliee hav* not providecl complete mīomiolion. thc budgets will be referred 
back to tho municlpalltīos, and an appropri3te letter will be addr0gsed to Ihe Mayor and 
munioipal mansger Munielpal menagera reminded that the annual budget must be 
accompanied hy 3 quality certificate' in accordance with Lhe fOTTO8t set out m item 31 ot 
Schodule A m the Mumeipal Budyet and Reporting Reguiations. The NaLional Treasury would 
like to stress that where municlpali1ies have not edhered lo Ihe Munieipal Budget end 
Reporting Regu!ations, those municipattti9$ wiit be reqitired fo go back the munieipai 
eouneil and tahie s emnplele budget document afigned to the reginremenf of the 
Muntctpat Budget and Reporting RegulationSr 

Munfcipalities wlth munieipal cntitios are onee agaln rami'nded that they nqed to producc 
conso1idaled budgeLs and in-year reports fnr bnth thc parcnt ontity and entity in (hal Lhey need 
to produce: 

• An annual hudget, adjusiment budgel and monthly financial statemenls for the parent 
munlcipality in the relevant formats: and 

- A consolidated nnnual budgeī r adjustm©nts budget and monthty flnanctal statemenls for 
Ihe parent municipality and all its munieipel entitles In the relevant formats. 

In addttion r the A Schedu!e that the munlrtpa[ity submits lo Nalional Treasury must be the 
consolidated budgel for īhe municipn!ity (plus entdies) and not tbe budgeī of the p3ront 
mu nlcipality. 

Th1s is (0 ensure that lhere is cons&stency of repūrting both across mpnielpaEiUea, but also in 
respect of the indjvidual mun[cipalities with munleipal entities. 

7.1 Budgct eomplianee and benchmarking proce&ses 

Nalimial Traesury and ihe provindal treasurīes will again all the municlpallties tebled 

budgets against Compliance Checkllst. Where there is substantial norvcompiianoe 
municipalitias will bc rcquircd Lo re-tebJe lheir budyets in eouneil as discussed above. 
olhGAvise munic(palities will be expacted tn make Ihe necessory improvements prior tn tab1lng 
Ehe hudget for approval by 1 June 2014 

|n addition. the Naīional T reaeury and provincial treasuries will be conducting benchmafk 
budgeī hearings on the municipafities' tabled budgots <iuring April and earty May 2014 to 
whather īhe burigots are realistic, sustainabla arid relevanE, and the extent īo whieh 
they are funded m acoordance wi U"k Iho requiremcnts of the MFMA in this regard, Nrttīona! 
Treasury will eommunleale īuiihcr w1th the non-<Jelegatad muofcipa[ltles, whlle rhe provincial 
lreasurfes wil! eommunieaīe wīlh lheir respeclive rielegated munieipaliīīeā. 
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Munidpalitfe 5 are> rcmmded that the Munidpal Budgert and ReporHng Rogulstions provide noī 
ur>ly br the leehnieal frarnework for munieipal buclgetā bul also for minlmum mquīr«menīE «n 
tarrrs qī īhe struclure of the budget doeument, includrng narratrves in supporl of tha budgtāt 
tabtes. Il haa eome to the allenlion nf the NaNonal Treasury īhnt certaln municipallties table 
thoir annual budgets (MTREF's) jn torm3ts other than lhat of the preacription8 contained īn llie 
MBRR. Tabling und adopting a munidf.tgtl budgel (M:TRF.F) m a format othor Ihorr that ot thc 
MBRR conslkuīes gross ftnancia] negltgence on the purt of thu munīcipalīty artd is oulaīhe the 
legislative Fmmework 

For aii practicst purposes f a munieipai budget that is tabted and adopted by a munieipal 
eouneii in any other fonnat than the prescjr/pf/oris of the MQRR doe$ not legatty 
canstilute a munieipai budget. 

As part of ihe budget eomplīanee and bnnchmarking processes tu be undertaken by both īhe 
Nntlona| Troasury and rcspective provinctal treasunes eomplianoe verifīcalion wili ineluhe: 

* Level nf nomplianee to īhe Munieipal Budgct and Reporting Reguiatīons: 

* Venfīcatīon of the īomnal rn whīeh Ihe 2014ft6 MTREF budget was sabled in the 
munieipal oouncS. This wrll indudc proof of a eouneil resolution in aupport of the tabitd 
2014/15 MTREF budyet (Schedule A of the MBRR); and 

« Budgel document lhat īndudes narratives to the prascdbed īahle of cantcnt and budgel 
tobles covering at least Tables A1 to A10 

Wlth regard to Schedule A of She MRRR. munīdpalities arc slrongly advised tu apecifically 
pay attention and cnsurc thal the following lables are accurately compteted with re!evant 
informalron as NaLienal Treaatiry anrt provindal trcasuries wili be underlaking detailed 
anaīysis: 

■ Table AiO - Consolidated basic service dēlivety information Municipallties musi 
ensure that information provided mciude5 amonp o-thers: 

o Houschold sorvice targets for water. sanitatior\ efectridty Eind rctusc; 
o Numbur of households rRceiuing frcc basic servrces il relates lo eaeh service; 
o Cost ol free basic services provided; 

Hiqhs 5 t level uf free basi& s«rvices prov]dod by the munfcip 2 l(iy; and 
o Revenue eost of frce bosic servtcos provided 

* Table SA3G - Consolidatod dstailed eapilal budgei Municipa1ities must ensure that ihss 
tabfes is comprehensively completed, meoneilea haek to Table A5 iConso!idaLed capital 
expenditure) and provides for the GPS coordinates of individuol proj 0 Cts 

The above information īs onlioal for, among others. policy formulation a! all spheres of 
government and Ihe lnformation is routineiy required by the Presidoncy (Department of 
Performance Monftbring nnd Evaluation). 

7.2 Certification that budget is correct1y captured 

Oneo thc munieipal eouneil hm adopted Ih* munlelpal budqol tn ihe format of Schedule A Ihe 
r©levant portrons of the budgets reflected rn Tables A1 to A10 need to be captured on Ihe 
munidpality's financial system so that īhe mumcipatity ean manage rts revenue and 
expenditure against the adopted budget. It has eome to Nalional Treasury's aītention that 
many munidpallties do not capture their adopted budgets on thoir Ananeial system F and even 
lhose thal do. do not 1ock“ the adopteri budget - meaning thyt the budgel refleded on the 
syslem ean be changcri at nny time wīlhoul fo1lowing due process. 
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To eliminale ihis bad pf 3 ctir:e r Naiional Treasury hereby requests the accounting officer of 
eaeh municlpālity in terma of Ihe seciion 74 oi thd MFMA to provide a 5 igned eedificato hy nn 
laler than 1 S July 2014 certifying ttwrt 

1 . The adupted annua! budget has been capturs<i on the municipa 1 ity ’8 financial Ēystem, 
and iheii Ihem ls r.omplete agreement heīwnen the budget on the system and ihe 
budgei adopted by eouneil; 

2 . That tl>e adoptod annua! budgel on the munjcipality's finencial system is loekea;. and 

3 . That the munfcipality has in plaee controls to ensure iha! Ihe budget capiured on the 
hnaneial syslem ean only be changed in accordance wilh: 

a a virement authonsed by the munieipal manager, or duly delegate officia!, in terms 
df a eouneil approved vīrements pehcy: and 
b . a n Adj ustme nts B udget a ppreved by eo u neil . 

A īemplateof Lhe certifīcate is available on NaOonal Trcasury' website at 

hllp://mfma.trgasurv oov ?a''Return F o rm s.-' P 3 1 to a u 1 1 . asp x 


8 Budget process and submissions for the 2014/15 MTREF 

Over the pasl number of years thyre have heen signrficanl improvemenīs in munioipal budget 
processes, Municip&lities are encouraged to eoniinue their efforts to improve their budget 
process«s basod on all previous guidance provided and Ihe Munielpal Budget and Reportīng 
Regulations Munjcipalities are remindod Ihaī the IDR revīow prciccss and the budget proccss 
should be combined into a single process. 

0.1 Submittlng budg&t documcntation and &chedules for 2014/15 

To īaeiliimo overslght of eomplianee with Munieipal Budget and Reporling Regu1aNnns. 
accounting off«cer& are reminded ihai. 

* Sectron 22(b)(i) of the MFMA requires Ihal immediatety after an annual budgel is 
Labled «n a mumeipal oouneil it must be 5 ubmiUed lo thc Notiona! Trea^ury and the 
relevant prov;incial treasury in both printed and eleehonie formttts So if Ehe annual 
budy«t «s tab!c to eouneil un 31 March 2U14, Ihe fina( dato of submission nf _the 
Glcclronic budyet documonts is Iuesd3y. 1 April 2014 Hartl cupies must be received 
by no later (han Wednesday, 9 AprN 2014 induding a eouneil resoiulion in support of 

the tab!od budget and 

* Section 24(3) of Ehe MFMA. read logethor wilh rogulation 20(1), requiros that īhe 
appraved annuai budget must be submitted wiihīn working days after the eouneil 
has approved the annua! budget. So lf the eouneīl onty approves the annual hudgel on 
30 June 2014, īhe t«nal dale Iot such a submi 5 Slon ik Wtonday, 14 July 2014 otherwise 
an earlier dote upplies 

Tīie munieipal manager nuist submlt: 

* the budyel documonlation as set oul in Schedule A of ihe Munīeipal Buriget and 
Reporting Regulattons, lnc!uding the main Tabl&s (A1 - A10) and al! the support«ng 
Iah1es (SA1 SA37) and prascribcd minimum narralīve information in hoth printed and 

e1ectronlc format; 

* the draft sorvice defivery and budget implemenīaiion plan in both printed ood eleeli'Onī^ 
fDrmat; and 

* in the eano of appruved i]udgets, Ihe eouneil resoluīion. 
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A$ el relates io ihe hard uopiaī of tlie hudget document to be serrt to the nalional aetd 
provincfol trcosurlcs. no budgct documcnt will bc acccptcd lf eoeh p3ge of the budgct 
dociiEnent (includiny schedules) are not formally stamped and stgned by the secrotariat 
respons(ble for ensuring accdrate records of eouneii deoisions. 


Munrcīpalitics are rcquircd to scnd cicclronic vcrsions to lū docu ments(fl treasurv , qo v.za . 


tn the event thnt the fiīe si?re exceeds 4 MB (hen please send it to lqbiqī jie5@gmail.com and 
nolify the Loeai Governrrient Oatabase leam via an e-mail (excluding the atlachmenl) thal the 
t>udget was submiīted to the big files accot.inf. 


Municipslities are required tp s@nd printed subrni»sions of lheir budget documents and eouneil 
resolution to: 


For CQuriereei documems 

Ms L3nda Kruger 
Naīional Treesury 
40 Church 5quare 
Prctoria. 0002 


For posted documents 

Ms Linda Krugor 
NaLionel Treasury 
Prtvate Bag XI 15 
Pretoria. 0001 


Aftor rcceivīng iabled hudgelK, NnlmnaE Trensury and provindal treasunes wM! eompleīe a 
eompllanee checklist, This checKlisi will ind[cate lfie level r>f r;om|>liance to fhe Munielpal 
Budgel and Repōrling Regulations. A copy of thc chccklist will bc sent to the mumcipolity in 
order to facilitate impravements in the quality uf tabted end Bpproved budgets. Please revjew 
the Enunicipailty's parfonmance lasf year, and ensurc that thc gaps arc addressed. 

8.2 Budget reform retums to Ehe Loeal Govemment Database for publicafion 

For publication purposes. municipalitics are slill rcquired īo use Ihe Budpet Reform Returns to 
upload budgel and mqnthty expenditura lo the National Treasury Lqca! Govsmnnent Database. 
7/ie ūld formatS may not bō u$od to submti ?Q14/15 budget information. All municipalities 
must migrate to using the aligned version of the electromc returns. All returns y lm senl īo 
I g daī a ba @ tr && surv .gov . za . 

Returns for the 2014/15 budget must be submflted to the Lonal Govcmmcnt Databasc by 

25 Juty 2014. 

The elecīronic returris may be dowr>ioaded from National Treasury's websile aī Ihe following 
link: h Ur ;://m f ma . t r e a sury . qgy, za>' R eīum f urm s: P a nes/ d efa u 1 1 . asp x . 

8.3 Publication of budgets on munieipal websites 

ln īerms uf aeeliein 75 of Lhe MFMA all monicipalltīes aro requirod lo publish their tabled 
budgets, adcpted budgeī5. annual reports (conlaining audiled annual nnaneia! statements) 
and other reievanl information on the munīcipaiity s wcbsitc. ī his will aīd in prqrnofing publīc 
accountnbility and good govemance 

9.4 Pubiicatron of munieipal budgets on thu Nahonal Treasury websītc 

Nalional Treasury publishes all the approved munieipal bu<jgels on its wabsite. However, 
before publishing Naīional Treasury venfies īhe corrcctness nl Lhe infqrmadon 5ubmitted by 
muhidpalities by compariny the following Ihnee snorccs ot mformation: 

1 . The Approved Budqel, whieh is fhe municipaUty's hudget m the format of Scheduie A as 
approved by eouneiī (hard nopy). 

2. Schedule A1, whieh ts ihe clectronic versīon of the hudget Tahlos A1 to A10, and 
supportmg tat>fes. 
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3. The Da'abciso hydgetā, whieh is Ihe mgnfcipal budgol generatec1 from the mformalion 
!he municipaiity submits in thc Budgct Rcform Returns. 

The lnformation in the Schedub A1 and the Database budget relums MUST reconcile wilh the 
Approved Budget as lhis is Ihe budget that eouneil has adopted ard is thcrcfore the legal 
baaia for all revenue cui1eclton and cxpcndtiure actkvitlcs wilhin Ihe mu.nk:ipalriy 

While unJy 149 munici ; patitres managed to achieve this reconclllaMon In the 2012/13 īinaneial 
year, 206 munieīpal burfgets were aligned in the 20 13/14 hnaneial year Efforts will corrtinue 
to ensure all municlpalities meet requirements and furthet improve the quality of budget 
fnformation, 

This process of ensunng these three souncos ol budgct information recondfe ls referred to 
the Budget Verification Process. Municipalities must ensure ihal ail these three sources nf 
mformation cre aligncd upon fina!Jsing their budgeta k and wlien submitting (heir budgei 
informetion to ttie Nelional Treasury and pnwineial treasuries. !'hc Nallonal Troasury and 
provlncial treasuries wlll again eheek for lhis alrgnmenl hefore publishing ihe munieipai 
budgets In Oclober2014. 

Munieipaliliea are reminded that the provrsion of incorrect or misieading informaiton in any 
document required In terms of the Aeī constitutes an act of linaneial misconduct in toj-ms of 
Sectson 171(1 )fc) of thc MFMA. In addi|ion t Nationat Treasury reserves Ihe right to invoke 
sectinn 36 of the MFMA and withhold a municipality s equitable share if a senous or persjstent 
brcach of the measure$ established in terms of Sectbn 216(1) of ihe Coristītutbn rs 
committed, 

A!l relevant documents mentioncd m this circuiar are avaiteble nn the Naīional Treasury 
website, tiHu.Tit>fma i reasury.,or.iv zarPaoe5f'DgfauH,agpx . Munrdpalities are encouraged Eo 
visit il regularly as documents are regu1arly added f updated on the webslte 


9 General 

9.1 Section 71- Consumer collection rates versus actual cash f!ow 

Various municipalities do not have fiTiancral systems rn plaee to report acouralely to Nalional 
Treasury on the breakdown of nash receipfs and bil!ings on property rates and individual 
service charges. U was found thal colleotions are reportod in aggregale for proporty rales and 
servlce charces anri subsequently equally apportinned to property rales and service charges 
In additlon. many municipalltles con$istently report a eolleelion rale ln excess of a 100 per cent 
whieh is distOftad when considering ihe tjrowll\ ;ri outslanding debtors. Not on!y does this 
defioient manayefnenī praotioe detracl trom evldence baeed fmanc!al management il atso 
dfstorts the lnformRtion submltted lo Naliona! Teeasuiy This ean dlrectly he attributad lo waak 
managamenl praclices on tha part of the municrpa!ity. 

Thb prublt5nn ts fuither exeuerbāled by the ifvcunsi9tendy in the melhodologies applīed in 
accounting for oulstanding cfobtors. As et phneiple, aii municfpalities must tak£ noto of thc 
inverse roi£iīion heiween growth in outstsnding debtors and the aelual ooNeeHion (payment) 
rate - ; if oulslanding deblors are mcreasing then Ihe eolleelion (payment) rate should inversely 
be decreasinq. fn additbn, from a management perspective municipalities need to dtstinguish 
heiween current (30 day helenee) end historic debt eolleelion: dobt mu$t be deasīfīed end 
accDunted for in tcrms of aging. lnsīitutionniisntion of these praclices will empower managers 
to drstmguish bet\veen the aelual currenl eolleeīion rale and annualised eolleelion (mcluding 
hisloric debtūfs). In illustrating. a municipa1ily might have a 10(1 per eenl collection rat* but at 
the samo tlmo debtors aro lncroasing by 20 per eeni. This sqenadd dircct(y implies that the 
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curreni eolleeiion rate ts effectivety 8D per cent whlle 20 per eenl of collections relate īo historic 
debtors; differenlietron fn these measures crilical fbr decislon makrng and fierformance 
managGmont. 

MunictpAiiiins must īhcreforc cnsurc rhat the finanaal systems nnd subsequent reporting 
provfdes a f.f«l8il bruakdown for eaeh servine, including f>roperty rates whieh reconcitos hjllings 
against acEuaf rcccrpts. 

9.2 Gffer of grant funding to muniCipafities: Mctro Grant Hofding 

■lt has eome to the attenlion of !he Waīiona! Treasury lhat a company by the name of 'Metro 
Grant Holding f is approachiny munidpa!iti&s wilh an offer of international dnnor funriing 
subject tn eehain condtlī 0 ns. Scveral documents from the above-mentioned institution were 
submitted to the Chief DirBcloīale- tnternational Development Cooperation (IDC) regarding the 
proposed availabrlity of 'free funding“ for the Republic of South Africa and more specificalty 
muntcipaltties Thc National Treasury has conclirded thal this rs in all probabflity a S5cam and 
munīuipafilies must ensure ihey mfrain from any engagements wrth this institution or any other 
instltutlon offering donor (free) funding. in the evenl thal municipafities have legitimaie 
proposals pf dunor/grant funding thoy need lo ensure suoh pnoposals are First forwarded ta the 
Naīional Treasury (Chief Directorate: tnlernalionai Development Cooperation) whinh wlll 
undertake the necessary due diltgence and veriffeaUon un ihe par! uf the municipali!y 

9.3 Annexures to MFMA Circular No. 72 

Munrcipalitiee are onee again reminded that thmugh the MFMA Circulars municipalities are 
continLiously adviscd and guidcd m respecl of various subjeds ranging from budgeting and 
accounting standards lo the introduolion of leading practices. In this rcgard municipa1ities 
musl lake noie of the fotlowrng annexures accompanying Lhis Circular 

* Annexure A: Certification of Audited Annual Pinannial St 3 ioments by the Audītor 

Generai 

* Annexure B: Accounting treatment for egency services - housing functfon. 

* Annexure C: Observations from the mid-year pcrformance engagements - informal 

settlemcnts. 
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Annexure A 


Certifii;alion pf AuditGid Annual Piuaneial Statements hy the Audiitor General 

\\ has eome lu ihu atī«n|ion of ihu Nstiortat Treasury lhat munidpalltiea £Ubmit annual tinandal 
statGments to tho Naleonal and provincial troasurie3 lhat do not represerit Liie sctual audilei I 
annuat Hnanaal statements of tho municipa!Jty. Munidpa1itics arc not a1lowcd to altor or maKe 
any changcs to the audited annuaE linaneiaL statements wiihouL first obtainmg Ihe prior 
approval of the Auditor General in consultation wfth Ihe National Treasury This wlO ensure 
that: 


* Autfited AFS and whleh are dislrlbuted to organs of statc and othor stakehofdere by 
munieipal councils nre complete, accurate, corred and certifte<J am.l si<jnad as Finai nrier 
the audit hae beon completed. and 

• CompI?ance with Ser.tion 127 { 2 ) of ihe MFMA is achicvod and presemed with accuracy 
and rcEiability when ine Cxeculive Mayor / Māyor table the annual reporl to Coundf. 

IE is impērative Ehal Nalional treasury address those fnconsistendes by enforcing and 
eliminairng any pofiSib«lity of Ihe munictpa1ity's Audilcd AFS being cxposed to alterations 
wilhoul the knnwledge and prior approvat of īhe Auciilor General : legislated in terms of 

Section 126(5) of Ihe MFMA. 

For this rea&on ihe National Treeaury hereby issues tho following diror.tīvos tn munictpaliltes 
and (heir entities fn terms of sociion 5(2)(t) of the MFMA and hns requesied lhts Aur!iE[>t 
Gcnerd lo implemenl the followtng prooesses' 

# The Nnal adjustcd and audiled annual financial slatemant& for all munlctpslltles bc 
oertified f ofRcialty stampod and signed by Audilor General; 

* The folbwing statements be certifīed. stamped and signed by Auditor General: 

e Statemeni af Pnaneial Position: 

•:j Statement of Fīnancial Performance: 

o SīateniiO[ii of Changes m Net Asscts: and 

o Cash Flow statcmcnt. 

■ Thc front cover page of the AFS read as follows "Auriited Annuai Financia1 Statements, 

The gbove measuros wl,ll assist in refinmg loeal government processes and lmprovlng 
credlbility of reported munieipal performance lnformation pnor to the presentation to various 
slake holders and PaillamenL Munieipalhlea must Lherefore ensure the ftna! AudiE.ed Annuaii 
Finanda1 Statemcnts abtcfe to ihe abovementiyneri directiv$s. 
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Annexure B 

Accoiinling treatmerU for agency servrces - tioiisrny 

Municipalities have rcquestGd MaLional Treasury tn pmvidn gtiideline!s on Ihe fttxounting 
lre&tm«nt For aytjiKiy s 0 fvicBB and rnore specifncaily Ihe hnu!;iny function. 

The followmg scenarios provide fuilher clarffieafiūn 

Spenario 1 - Canstruotion contract {GRAP 11) 

Tho municipaiity must account īor Iho rqvonuo and expGnscs rclaling to thr> construciion of 
RDP houa^k in the slatement of nneneial performancē rf ihe municipaiUy is a contnactor m 
dctincd in GRAP 11 on Cnnsiruction Contracts 

GRAP 1 1 det0rmīnes 

* A constmction contract is a cantract r or a $irnifar binding agmGment, specificotty 
negot(aied for ihe cons(ruction of an asset or a cnmbination of assets that are cfosefy 
intGirclated or intcrdependent in tcrms of their de$ign, technology ond īunehon or their 
uhimoie purpose or uso, 

* A contractor m an entity that enters into a contract to buitd structures. construct facīfitses. 
produce goods or rondor services to īho spodficatlons of o naīhor ontity \ cithcr ftsc!f or 
through tfse use of sub-cantractors. 

In lhls 5cenarb, the munidpality must be appointed the cQntractor in the eonahuelion af 
assets e RDP houses 

Scenar/o 2 - Grant/transfer received from government { GRAP 23) 

Dependiriy ori Iha agreament. funda lransferrei:! from another sphere of govemment might 
constitulo a grant/transfer this is the case the rules nnd nccounting lrnatment for 
grants.'transfer should be applieP as determined m GRAP 23 and all revenue and experidilure 
rmist be accounted for in the hudgrit. 

Scenarro 3- Atjenī vs pnneipal agreemeots (GRAP 

In terms of GRAP 9. an enlity rs actiny as a phneipal whan ii is expOsed lo Ihe signtficant riskīi 
ānd rewarda āSSOciated wilh the of gonds or the rendering of servicos. Considerat!ons in 
do1ermining if nn entity ts actmg as a phnelpal include, but are noī lirmted Lo; 

- GRAP 9. paragraph 13 detemiines that in an agency relatiDnship. the gross inflows ot 
eeonomie henoflts or scrvlce poienhal, incfuding amounts collected on beha1f of Ihe 
pnneipal do nol re$ull tn an mcreaso in nel assets for ihe enlity. The ornounts cūtlecled 
on hehall of Lhe phneipal are not c!assrfied as revenue; revenue recognised in Lhe books 
of Lhe municipa!ity is limil©d lo Ihe COmmission eamed while performing Ihe agency 
funclbns. This represenls an agency ayreement. 

* An entity ts aelinp as an agent when iL does not have axppsure to Ihe stgnifican| risks 
and rewards assoCEated with the sale of goods or the renrlerjng af servtccs. 1f thc 
partfes heve entered InLo an agrGcmcnt by whieh Ihe amouni ihe munīcrpalily earns is 
predetermlned. betng eīther & fixed fee per lmnsacHon or a stated peroentage Ihen the 
probab11ity lhat the munidpalily iā acLfng as an agent is hrgh. 

* Thcre ore lnstancBĒ where the municipalily assisls Ihe provindal rteparfcm&nt with the 
conslructiun uf RDR houses wilhln Iho mLinicīpalrty's jurisdiction; Lhe municipality might 
also bc mvolvad in managing the fluw of funda frum Lhe deparlrnenī to īhe contmctors. 
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T!iih represenl5 an agent relationyhip as il. dues noi provld€ servtces dired!y retated to 
the eonalmelion of Ihe RDP houses |mportantly, Ihe rccctpt of an agency lee pē nol 
precon!Jilron for the traneaclīun io he cfassilīed sn agenoy sarvice 

lf Ihe refotionship between īhe parties is deemed to be yn agency agreemenl, the municīpalily 
is nol required 10 rcficct Furtds rcccivcd īrom the tran5fernnp party revenue, wilh the 
exception of oommission. The primary reason hein{j that the rovenue nccruod to the 
conlractor and not the munlcipallty; similer|y expenditures are accruEd to tho transfemng party 
anei not the municipaitty, 

ln dealmg with these transactions tfs advrscd that the mun!cipalily shou!d account through Ihe 
use of a creditor's aeeuunl for all reueipts and payment®. relating to the pro]ect; lhis in tum 
provides for meoneiliaiion In the slatement of linaneio! position at year end, lt's a1so prypo$ed 
that a separate project aoeounl be utilis*d deal w<th receipts and paymonts; lhis will onsurc no 
revenue and axpanditLire ts reflacted on Iha slatement of operating porformance. 

L$vels uf accreditatlon and the implications on īhe accouritmg trestment 

Leve/ one accreditation - Hausmg function 

Against accreditaticin level one, municipalities are responsib1e for benefidaty rnanageinent. 
subsidy budyet planning and alloealion, anei pnorlty progr3mme management and 
administration; munidpalities are atso responssblo for identifying beneficianes The respec|tve 
provmce is direct1y responsībfe for ihe appointment of contractors ann buildfng hou5cs, Level 
one accreditatioh therefore constitutcs an agency' function on part of the muTiiuipĒiNty as the 
revenue accrues to the provincial hwpahmenl and all wnrk"in-progresĒ during cnnslruction wiil 
also be accounted ior by Ihe provmce. In this regard Scenario 3 would apply and ihe 
municfpality is not required to renec! funds receivad īrom the iransferr1hg party as revenue f 
with Ihe exception of commi$$Jon, 

Level two accreditation - Housing func i7o/i 

ln addition to the i r esponsibilitSe$ associated with levet one nccrorittatLon, the fuli programme 
manāgem«rit and admirtī8traīfon of nl[ housrng tnstrumenls/ programmes are asaigned to īhe 
munldpallty. Against level two accredftation- Ihe muntdpality is responslblc īor īhe 
appoinlmenL paymerit of contractors and building of houses. The granl revenue is a!located 
hy the pnovincia1 depaftment to thc munidpality and the proviīice must gazelte the allocalior!S 
in favour of munioipalrlies In tHls regnrd Scanario 2 above will be applicable and 
munfcipafities are required lo recognise ihe grant as revunuKj from non-exchanga transactions 
in terms of GRAP 23. The munidpality must afso aocount fur RDP houses as invontory after 
eompleīion but b«fore the transfar to baneflcianes toke plaee, 

Leve/ three accrēditātion - Housing tunction 

Leve! three accreditation incliides budgei p!anning, allooaHon and priority programme 
manapemenl and admīnist ra Uon. Thi& inciudes housing subsidy budgetary planning across 
prcgrammes and projects, plannirig ot subaidy/fund albcations, end projoct ldenlification. As 
set oul i«i tfie Housing Act f munieipal responsib(!ities tor loeal benaftciary management, loeal 
huusiny priorities and the management of public stock remafn munieipa! respansibilities 
agafnst this accreditatioh levof. An imporiant d|st1nctlon botwcen fevel 1 , 2 and 3 accreditation 
is thal wilh leval 3 aeemeWaīion. the grant revenue is a1looaled by Ihe nationai d£partment to 
Ihe munfcipaflty. Constdcring thnt the municipalily is exposed to sfgnificant risks and rewards 
assoclated with the execulion of Lhe function, the munldpa[lty are classified tha princip!e 
entUy and must aeeounl fd r rcvcnuc. cxpenditure and assats in lorms of GRAP- 
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□eierrtijning helween an agcncy and piinelpal agreement rcquires judgement and 
consideratfon of all relevant facts, agreemenls and circumstances. Munrcipalltīes are slrgngty 
udvisccf to revlow ait existing contracts and whore neccssory either correct the accounting 
methodology in uae or review the agneemēnt between the parties tn reflect actual intentfen of 
the agreerhent. if there js any unr.ertainty as to what constitutes an agency vcrsus pnneipal 
agreemenl and Ihe eubsequent eocuuntin(j lrealment munidp£il(ties are edviaed tO 

contact thc National Treasury (OHiee ot ihe Accountant-Gencral}. 
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Annexure C 

Observ3tlons from tho Mid-yoar Performsr>te Engagements: Jnformal Settlements 

Durmg Ihe recent mid-year performante engagcmcnts conductcd by the Na 1 tonaJ Treasury 
wiīh lhc 17 non-delegBied munipipalltles ]feding t>ractioe wws u!jserved by severyl 
metropolrtan muntcipafclie 5 as il relales lo fo(maJisaticin of mformal scttlomcn!s, As part of īho 
formdisotron proccss s|l sitos (ptot/erf) are sendced and metered, Thēy subsequenlly Form 
part of the rovonuc value ehain of tho mumcipnlity in that the meters are consistently read on a 
nnonthly besis Benefits of this Eeading pracīfce īnclude. 

* Corrdation betwoen this leedīng pra(;tine end revenue improvemeuts. p!aces 
managemer>l rn a position lo adiveiy mynage consumption patterns and not oniy report 
this consumption as part oī revenue foregona or non-revenue walei nnd electricity; 

* lmpmved management of ihe lndsgent Reyislers. and 

- T erge|ing cf thc indigent in terms of indīgem exisl strategies. 

In addition, Ihe titfe deed of Ihe p.roperty {ploL''erf) is immediately niade available to !he cwners 
onee serviced and forma1iserf regardiess īf |l>ere is 3 top structure tRDP) on Ihe property 
{piot/erf), This rnstils a sense of ownership and respons(bility on the part of the owner 
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1. Key focus areas for the 2015/16 budget process 

1.1 The Medium Tcrm Sudget Review 2015 

The Btidrjet Review notes Jhat the global eeonomie niiHnoK has weaKeneh an rt 
the pattern of stow growth is lfkely to persfst with consequēnces for alf devetoping 
economies, South Afnca s gross domestic product (GDP) forecasl for 2015 has aiso 
been revised down. ī'he NaUonal Treasury projeots GDP growth ot 2 per cent in 2015 r 
rising to 3 per cent by 2017, Average growth over the forecast period ts 0,4 
perccnlnge points iowcr thnn at the time of the 2014 Medium Term Budget Policy 
Statement lnadequate electricity supply, however, wilf impose a serious constraint on 
output and exporls over ihe shorl term. 

The slowdown in eeonomie growth since 2012 has highlighted structural constraints in 
Lhe domestic economy, Achieving fasles sustainable growth and [arge-scaie Job 
crealion will require structural shrfts in the economy, stronger suppiy-side vaiue 
chains. higher exports. moderation in wage increases aneī, cnjcially growing private- 
sector investment based on confrdence in ihe tong-terrn business environment 

The 2015 Budget a!locates resources to oore social and eeonomie priorities whtle 
containing aggregate expenriiture growth. Spending plans give effect to the prīorities 
of Lhe NDP and the MTSF lnftīatives under way inolude: !arge pnb!ic-sector 
infrastnjclure investments in e!ectricity and transport; expanded partnerships to 
encourage private rnvestment; better cooperation between govemment, the private 
sector. trade unions and cfvii society; incenlives īo atīract new entrants in the 
economy; spedal eeonomie zones to boosl exports: programnies to reshape the urban 
spatial 1andscape; and programmes to improve the quality of educalion and skitls 
development, 

Fisoai ccnstralnts mean that transfers to munlcipallties will grow more slowfy in the 
period ahead Ihan they have in the past. Accordingly, municipalities must renew their 
focus on core service delivery functions and reduee oosts without adverseiy affecting 
basic services. Furthermore they musl ensure that offfcīency gains, eradication of 
non-priority spending (cost contalnment measures) and the reprioritisation of 
expenditure reiatfng to core fnfrastructure oonlinue to inform the planning framework 

The stote of [he economy has an adverse effenf nn the consumers. As a resul[ 
municipal[tres' revenues and cash flows are expected to mmain under pressure. 
Furthermore municipa!ities should carefu!ly consider affordabifity ōf tartff Jncreases, 
especially as it re!ates to domestic consumers while considering Ihe leve! of servtces 
versus the associated cost 

2, Division of Revenue Bill 2015 

2.1 Transfers lo loeal governmen:t 2015 

Gver th.e 2015 MTEF pcnod, R313.7 hillrorj will be Uanaferred directly to loeal govemment cnd 
□ furthcr R31 .9 bīllbn has been a1tocated īo lndirect granīs. Dirfict tmnstors to toqal 
government jn 2015/16 aeeoun! tor 9. 1 pcr cent of naīional govemment's non-īnterest 
expendllure, nnd when indircct trnnEĪers are added, tota1 sp«nding on loeal ghvfimment 
increa 5 es ta 1 0 per eenl of naliomil non-ln terest expondituro. 
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Thc 2Ū15 Budtjot Review and Ihe Division uf Revenue BiEI provtdes for no roductions to the 
baseline of Ihe loeai government equilable share in order lo protect funding Fgr free basic 
services. The hasellrte ailoealion for ioeal govemmeni conditional granls. however has been 
reduced rh the 2015 Budget as pBd of the fisr:al adjustmenl anneuneeh in the 2014 Mef/j'rjm 
Tcrm BudgGi Pa!icy Sfat&mcnt. The reductfons In 2015/16 range betwccn O.EJ pcr cent and 
5 5 per eenl of fhe albcation for eaeh grant. wilh iaryer raductions on slow-spendīhS and non- 
lnfrastructure grants. In ordcr to matntain planned outputs cnd ease Ihe impael of reduclions ( 
grant adminlstrators and munidpalities need to spend funds eff<cienlly and effeclively aod 
aHeviato any unnecessary (non-priorityJ spending 

The allocations for prlortty grants such as tha kitegrated rwītonai ul&ctriTscation fJrogiaruiVH 
(INEP) grant artd the munieipa! tvafer tnfrastructure (MWIG) grant will grow signīficcntly. Over 
the MTEF, Iho INEP grant grows at an averyge annual rale of 14,9 per eenl and the MWIG at 
an avoragf? of 52 2 p©r cent. Includlng hoth dīrect anri inriirect gran1 altoc;atinns. An aricfition of 
H2A bjllion hos been made to the Pv1WtG and Ihe regtonai hutk infrcstntcture grant over the 
MTEF period to aocelerate the provision of basic watcr supply to all hcusehclds cnd improve 
the state of water services mfrastruclure nationwide. 

A new grant has alse been introduoed to substdsse the costs of municipaliīies Ihal will be 
rnerged before the 2016 loeal governmeni eleeīiona a re&ulī of domarcation changes. Thts 
grgn! is allocated R139 million over Ihe MTEF specificaliy for municipalities that will be 
impacted by the changes m KwaZulu-Nala1 and Gauteng The «ffecl of further changes to 
deniHicafions proposed by Ihe Mlnistcr of Goopcrative Governance and Traditbnal Affoirs and 
curronlly bcīng considcrcd by the Munieipal Demarcation Boarri (MDB) will be conBidered 
part oī the 2016 burigei process for any changes that arc approvcd by thc MDB. 
Municipalities shoutd thcrotorc not budget for the proposed changes in 201 5H 6. 

The 2015 Budget document is avaiFabie on the National Treasury website at: 

hKpi^Www. ireasufv.no v .^a/doc.umenīs/naiinnal%20budqct/20l 5 

in addition, Naīional Treasury wili send out alluealion Jetters informfng oaeh municipality oī lts 
apuilahle share, national mnriilional grants :ind provinciul transfers (as reflecteri in the 
relevaril provmcial budget and gazslie). 

Municrpalities must ensure Lhat their tebled budgetS reflect the equitablo shnro onri cnnriitionnl 
granī a1locatiorte set out in the 2015 DivisiOn ol Revenuc Brll. 

2,2 Changes in the 2015 Divlston of Revenue Bi|l 
Revi&w of laeal governmcnt infrastructure gronts 

Thfl cGllaboratfvc review uf the lueaE government tnfrastructure grant systern Eori by īhe 
Natipnal Treasury rs stili undorway. Thc tfrst phase of the review. eompleleel in 2014. 
idcntificd two necessary reforms ihal will be made in 2015/16: 

* The ruīes in the munleipal infrastructure grant will be amenderi lo alluw funris to lie 
used to refurbish and replaes infrasLructuro but on!y if muitscipalities demonslrate that 
assets have been mamtained on a regular basis Mainlenanoe must be budgetcd for 
as part of thc normal business of munidpa(ities 

• Thc number of condrtbnal pranīs Wīll he reduceri to easc Ihe burden of grant reporting, 
The Lwo puhlie lranspor1 grHrtls wtll mcrgc irr 2015/16 mto a single pubtic tran$port 
network grant. Thc numbcr of waler and sanitatbn yranls is a!so tikefy to be rcduccd 
from 2016/17. 
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Further chanc;es to looal gov 5 rnment infrastruclufe ']rants wili be announcud in Ihe 2015 
MTBPS ln preparing fnr 2016/17 granl a|[DCa1ions, municipalities are advised to contrnue 
prepanng bU&in6S$ plans and pru|ect plana 1or Ihe exisliny grants as lh«re will a pttasB-in 
poriod for any chongcs to thc grtinl systcm, 

Ihn iocūf gavernment (inaneia! managem&nt grant (FMG) and thc munīeīpnl sy$icms 
tmprovemeni grant ( MStG ,J provides funds for the īmplemenlaliun uf Ihe Muniuipai Slandard 
Chart of Accaunls (mSCOA). 

Oiher changes to looal government allocations are more leehnieal and raflect the shifl of funds 
between direct and mdireot grants, and ttiu impael of the nalional macfo-onganisatian af the 
statc lhot faflowed the 2014 natioral efections. For exemp)e. the sanitotion function. including 
all sunitation-rrilaied grants, shiftetl from the Deparfment of Human Setlloments fo thc 
Departmfinl nf WntEr and Sanitation. 

2.3 Shaping urban deveLopmcnt to support growth in cities 

Souīh Africa s cilies eonīmue to reffecl the spattal legacy of apartheid. whieh impedes 
eeunomie growth Ci1ies musl play a leadirig role In driving urban mvestrnent programmes h 
mcluding a pro-active rale m intraducing new financing arrangements. Over ihe next three 
yeers, government will expand in^ealmenl In Ihe urban built environment. usmg resources 
morfi fifffictīvely lo Ernnsfonm human settlemenis. and drawing īn pnvate investment īo support 
more dyn 3 mrc and tnclusive eeunomie yruwlh. The 2015 Budtjel maugurates a fLindamental 
realignrnent in achievlng these goals 

Tfie National Treasury will rntrodur.e a nfiv/ fiscal packago to help brge cities to mobilise Ihe 
rGEOurces necessary to implemenl slrategic mvesLmenl pro|ecLs. All pat'Licipaling metros are 
expected to make measurat)le cūmrnitmants to good governanr.e, and offficiive rovemue and 
expendit.ure management The new packctge includes: 

* Modlfying fhe irrfrastructure granl system to suppurl yreaLer alignmenl of pubfic 
resouroes and to ensure thal public invoslments, serviccs, reguJatlons nnd incentives 
aro focusscd in dofined spati3l areas (inīegratiun s:unes) lu uptimise uveral| access h 
connectivity and effiufenoy enabling spatial transfon-natron and inclusive urban 
eeonomie growth; 

■ DevelDpmenl of mixed-use and mixed-income fjreoirīcts and catalytic projects to attract 
private Hnaneīal and implomeotatjon parlnerships. Grants wilt be consolidated. 
conditions streamllned P ānd al1ucalions made more predictable and rfispcmsive to Ihe 
needs of specific investrnent projects Furthennore, pfirformancc-based allocatLons to 
reward cilies that demonslrate progressive changes in their urban form, rmprove 
acce$s lo basic Sfirvicfis, rfifIucG harners to social ana eeonumie uppurtunily. and 
improvo mobllity ot urban residents will be 3 trengthened; 

* Focuslng the Ncighbourhood Dcvelopment Partnershtp Grant lu support the 
idenLincation, development and managoment of sirmegic nodcs in dcnse urLjun 
townships and township dusters in order lo serve as lransit onentatud predncts H 

* Rcforminy the syslem of ele^elopmonl churgcs to impmvH faimess and lransparency. 
and reduce delays in Lnfrastructure provision for pnvote land develupments; 

* Expanding opportunitlcs fnr prtvate investmenl in munieipal iriīr&strticture lhroLigh thc 
Oevfilopment Bank of Southem Africa (DBSA) inuryysi[ig its originatinn of longor-tcrm 
1oans. paekepme) puolstJ Hnanoe instruments, whGro apprQprīote h and suppurting Etiw 
inlroduction of now londin.g ins!riiments such as revenue bonds: and 
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* Reviewtng the sualsinab]lity af existjng owri-revenue sources for metropolttan 
munlcSpa!ltlos, p3rticuiorly in lipht oī lhcir oxpanding responEibititaos in publrc transpgrt 
and huniaii soltlementa. 

IVfetrcipolil£in muniicipa1rties sfiouliJ annopnue further on their investrrtent plnna whon 

thoy tablc th.ctr 2U15/16 huelpel. Furthermore. cities need to improve lheir eoileulion uf uwn 
revenue a greater share of eapiīal investment needs to nome fmm own gcnfrrat.cd revcnuc f 
in partriershīp with the private sector. 

3. Headline inflation forecasts 

Munrcipalitics must taKe the folbwmg maono-eeonomie forecasls into consideration when 
prepar[ng lh«ir 2515/16 hudgets and MTREF 


f fscal ycor 

2014 
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4* Revising rates, tariffs and other charges 

4.1 Eskom bulk tarlff increases 

□n the 29 Jsnuary 2015 NERSA approved and published guidelines on munieipai elcclricrty 
price increase for (he 2015 j 16 fjnancial year. A quideiine increase of 12.20 per cent has heen 
approved based on the fo!lowing assumption5: 

* Buik purchase$ iiave increased by 14 24 per eani in line wilh Eskom's electricily tarrff 
incre3se Ee munieipallliaa; 

* A consumer pricc index (CPi) of 6.3 per eenl. as indicaīed in the Medium Tcrm Budgct 
Policy StatemenL fMTBPS) 2014: 

* Salarv and wage increasfls; and 

* Repairs and mainlenanee, caF>iīal oharges and other costs have increased by the CPI 

lt should be notdl lhat !he guidcline is not an aulomalie increase in tanffs. Thercfore all 
municīp 3 ltties wJth dlKtributītjri liE:enst-is are slill required to apply to NERĒA for the approv3i of 
therr tflhffs. 

4.2 Electricity lcvy increase 

Durīny iiis budya( speGCh on 25 Fobruary 2Ū15, Ihe Mīnisler of Fīnartce announced thai tho 
efectricity levy wlll be increased by 2 cents per kWh A epeeial munieipal circular will be 
issued in due eoume lo gulde munlcīpatlties on the īmplemenīalion of Ihe 2 cents per kWh 
clectricity levy ln Ihe inlenm municipalit1es are arfvised to use the guideline issued by NERSA 
to set the«r tariffs fbr Ihe 2015/16 finanrial year, 
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5. Fundīng choices and management issues 

5.1 Emp!oyee related costs 

Th« Satary and Cail&ctiv& Agre$ment for (ho poriorJ Eīl July 2012 to 2U .lone 2Q1fi has 

comc to on cnd. 'I hc South Afncan Loeal Government Assocration issuod a press retease on 
03 Msrcf'i 20 15 indicating fhat it lahled tho fnllowing offnr for s,n1arios and wages irtcrcase: 

* 2015/16 Financiat Yoar- AA per cent (inf!atton linked) 

* 2016/17 ri nd 2017/18 Ftnancial Ycars ■ tnfiation retated increase plus additionaf 0.25 
pcr ccnt 

As Ihe nsgotiattons are stifl un<jerway. munmipalitifis are advtsed !o use the abovc proposed 
guidcEincs in preparing thcir 2015/10 budgets. 

5.2 Remuneration of couticiFlors 

Municipaltties are advīsed Iq budgef for the aeioal costs approved in line with thie gazettc on 
Ihe Rermjnerstion of Publlc Qfflce Bearers Act; Determinatian of Uppcr Limils of Salaries, 
Altowances and Benefits of different members of mun«cipai councils pub|fehed by Ihe 
Depar!FTicnl of Cooperative Governance and Tracfiīicnal Affairs. The gazette for 2015 wlll be 
released fn due course MumcipaJi!rcs arc advrsed to refsr to the circular issued on 23 
January 2015 by the Departmentof Coupera!*ve Gaverrnance and TraditiDnal Affairs 

5.3 Budqeting for corrtingency plans for prolonged power outages 

Munidpalities have indtcated ihal they ai'e ln fhe procass of inriplcmenting cont1npency pians io 
addrcss Eākom power outaqes such as Lhe procuremenl of generators and indicated Ihe naari 
for funding from nalional gov€rnmenl The government cDlJeclively working wiih Eskorn lo 
mitigate the irripact of power cuts These efforts will improve Ihe avaiiabīlrty of e!eclricjly nver 
the medium lerm, and plans are under way to ensure īhai Scuīh Africa ean generate sufficienl 
energy to power its economy over the bng term The governmcn( therefore consislently 
encouragos a roduct(on In energy consumption and promolron of energy efffeiency. 

Consoqunntly the rasponEa from govērnment rs lo addre&s the immediale chaUenge and it 
Vi/ou!d therefore be premalure for municrpa!ities to invesf m contingonoy infrastructure with Lhe 
expentation of funding. 

5.4 Service l(svd standards 

MFMA circular No. 72 mdrcated īhat all munīeipalīliea musi termutate service !eve! standards 
whieh must form part of the 201 5.' 1 16 labbd MTREF budge1 documenlation, The service level 
stendards neeri to be tat>led bcfore the munielpai eounoil for formal adoption A broad 
guideline was protfided on the mEnimum servlce stert(Jeirds lo be inoorporalnd in !he budgat 
documentatiūn. In additron to the guideline. & framework wns devĒlnped as an ouLline to 
assist munieipalilina in finali$ing their sarvicc level standards. The ouīline ean be acce«aed by 
c!icking HER£ . 

Jt is aoknowlcdged thui it is not possibte to have Ihe samo service Jeve! standards across all 
rrninicipalilīes, Therofore ihe ouīline musl be used as a guideline and be amended 
accordrngly to align to !he municrpality's speoiflc circumstances Municipalities should also 
tdctr to other guidefines lssued by other ln$tttLitiops availah!e on the link indicateiJ above. 

5.5 Non-payment of Eakom and water boards as crcditors 

Sedrt>n 65{2|(e) of the Munieipal Finance ManagemeriL Ael, 2003 (MFMA, Act No. 50 of 2003) 
clearly states thal 'l'he □ccounLmg offīcer of a muntoipality is rosponsible far the management 
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of the expenditure of Ihe munfcipality" and that all money owing by the municipalify be paiei 
within 30 days ot receivmg the relevant invoice or sfattimenl, unless prescfit>ed olhervy5sB fdr 
eehein caicgoriLS of oxpendlture 

lt has heeome a eommon trond hetwcen ccrtaln munidpalities th'at ouistanding debl lo Eskom 
nnd Ihe water boards rs not prioritised fur payment Munictp3iiti&s cautianed fhaf it fhey 
do not /nimee/ia/e// scff/e the current accoanrs of Eskom ane/ th? water hoards, īhe 
March 2015 tranche of thc Equitahle Share wiU he withhōtd. In addttton, the paymenr 
arrangemehts to address arrear amounts must be cortcluded by relevanl municipalitres, 
imp1emented and effected in Ihe budget. 

Furthfcrrmure, going forward munidpalitīes wlll bc dosely monltored and those fuund lo be 
avertmg p 3 yment to Eskom snd the water buards wil! he deemed fis contravenlng the MFMA 
and consequsntly sectfon of the Constttution wiil be impoauU. 

Municjpal1lies are also reminded of Ihe Muninipal Regulations on Financiat Misconducl 
Frocedufes and Crimina! Proceodings, whieh the Minister of Finanoe promulgated on 31 May 
2014. Fai!ure by the Accounting Officer to oomp!y wilh the requimments of sectlon G5[2)(e) of 
the MFMA is an act of linaneial misconduct as defined m seotion 171 of ihe MFMA and 
munidpa!fttes is obliged lo deal wilh such breach in terms of the regulatīons mentioned above. 

5,6 VAT on Conditional Grants 

Guiddinc; was provīded in MFMA CifCUler No 58 that ALL cnnditiona1 grant allocatīons in the 
Oivision of Revonuc Act (DoRA) are VAT indusrve, l.e nahanal government has bndgeted to 
pay !he VAT inclusive price of the gooda and servic.cs punchasad by municipaiities using 
ooridīlional grant fimding. Furthor guJdr?fine£ were issued in MFMA Circular No. 59 on 
assessiny VAT consequences of lransactions invofving īhe equltab!e share grant and 
conditiona! grants 

lt is critical that municipalities dfetinfiuish heiween the followlng; 

• Trsn3action nne - the transfar of funds from naiion&i Qt orovincfai (jiwemment to a 
municipaltty. The VAT on lhese transactiohs is zero-rated f and thorcforo thc issue of 
paying and radaimfnQ VAT relnted to lhcsc 1ransactions does nol arise. 

* Tr$nsaction two - the expenditure of the gront funds hy fhe municipatity These 
transactions artj subjeci lo the nomna! VAT prov1sions. Dependmg on the naiure of 
goods and scrvices purchased the munīcipality may or may noi bc required to pay 
Enput VAT, 

Mun1cipa1tties are st!1l advised to fol!ow ihe guideline provided in ihe above-nteiiUonecl 
oirculars as the positton has not changed Further ref«rence shou!d also bc modc io (he VAT 

419 Gu1delme for Mumcipa!Uifis 

6. mSCOATraining 

6.1 Nomaccredited traming 

Thc Nationni Treasury will embark on non-accrcdited tmming for pilot municipalities during 
April and May 2015 as par thc datcs 1n Ihe la&le bobw. Please nole ihai thls iraimng is on!y 
for pilnt munlcipal!ties, applieahle vendors and provlncia1 trcssuries. The training wili be on a 
nnminalion and invitatkjna1 basis 


Province 


Datcs 
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KwaZu(u-Natai 


Limpopo 


Mpumaīanga 

1-1-15 Aphl 2015 

Free State 


Noīlhem Cape 


Esstern 

21-22 Aphī 2015 

Western Cape 

Gauleng 

5-6 May 2015 

Nnrth W'est 


Noa- accredlted training will be provided to Ihe metropolitan munieipaliliea in 2 sessions nn 05 
and H6 May 2015. This training is mīĒrrdcd to provide piloting stakeholders with a broader 
undorstandinf) of the mSCOA dassificatiun fryrTiework, typicai lransactional environment amd 
linkagie to res.'ur|iny as p&rt of Ihe pilotlng nutput. 

$.2 Ar.t:rt?dited training 

The Nalional Treasury is in the process of doveloping ihe necessary unil standards for 
mumeipal SCOA [mSCOA) These unit steindĒirds will be accredited by LG5ETA during the 
2015 calendar year Nationar Treasury will deve!op unil standards aligned trainrng materia1 
tha| will be accreditod by LGSETA to be rolled out to oil mijnicipalities from Ihe beginning of 
the 2016 calendar year. 

Nalional Treasury will atso embark on a process nf accredilatīon of servīcē providors anei more 
parttCdlariy faci1ftators and assossors to be able lo roll out the unit standard atrgned training 
from the beginniny oī the 2016 calendar year and guidelinos in This rcgard will be !ssued 
towards ihe end of 2015 

6.3 mSCŪA training provtded by service providers 

Naīīonal Treasury ls nwaro of the need lo lram gil mun]cipalities on mSCOA wilhin a līght 
hmeline to ensure thai municipalities am in the pnsitjort lo be mS(JOA compliant by 01 July 
2017 On the sanie token Nalional Treasury is aware uf $urvice providers engaging wlīh 
munidpalities thai are offering mSCOA training. Municipalities need to toke note that 
currently there is no formal unit standard anel no service provider ean offer accredited 
training as it relates to the mSCOA Consequontly, munlclpalltles are advised to refrain 
from entering into agraerrtents with training service providers as it would constītute 
fruitiess and wasteful expenditure. 

lt ls huwever acknow|edged that lhore cxrsls a need for broader mSCOA awareness, and 
munkipaftties are advised tu dir»ctly eonlael Ihe Nalional Treasury ond respedive Provinoial 
Treasury to fadlitate ond consider these requusls. £orvice provtders ihol arc approached to 
iauliluie aueh awareness sessions should elao directly iiaise with Ihe Nalional Treasury. 
Municipaiities are rcminded to adhere tc ihe suppfy ehain management roquircmentĒ ot all 
times in th»s regar<l municipalities are lnformGd thot there are limileei spBcialisls in lhis fiefd nt 
thEs potnt in lime. 

P!oase note thst the current material avaiiahte on fhe Nationaf Treasury's website (One day 
training - Oemystify mSCOA) is available for use Sjy all parties and no service providcr īs 
allowed to charge any fee for this mateiiaf. 

7, Conditional Grant Transfers to l\Aunicipalities 

Section 21« of thn Constilution provides for national goverrrment to transfer resources to 
mumcipalilies m terms oī th« annual DoRA to assist thom in exercising thuir pOwers and 
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performīng lheir funcīions These allocatlons are amouneed annually rn the nalionnl budgct 
rran$fcrs to mun]cipaīīties from nalional govemmenl ore supplemenīed with lransterĒ from 
provinciLil governniHni Furlhefmore. transfors nrc tifso marie dFstrlct nuinicipalitics 

snd bcal municipalĒties. 

Ihe DaRA provido£ for funds lo be alloGaled rn dīfferent 'schedulos' Fach of īhe schedules 
provrde. for granls nf a particuiar typo follows: 


Schcdule 1 


Fquitahle division of revenue ratsed nalionalty arriorig the Ehree 
spheres af govcrnment 

Scheduie 2 


Determinatron of eaeh province's eqiiitable sbare of the prcvinciial 
5phcre's share of revenue rai$ed īiationally t.as a direct chargc against 
the Naiiona! Revenue Fund) 

Schcdulc 3 


Detcrm(nation t>f eaeh municipaiit/s equ(table sharc of the ineal 
yOvernmenl sphere's sharc Qf revanue raisetf īialignafly 

Schedule 4 

Parl A 

Allocations lo provinces to suppiement the funcfing of progranimes or 
function$ funded frnm provincml budgets 

Fart B 

Aifocations to munīeipalilīe^ lo suppJement the fundrng o! programmes 
or functtons funded from munieipai budyets 

Schedule 5 

Pert A 

Specifrc purpose aHocetions to province$ 

Part B 

Specific purpost> al!ocation$ to municipalitīes 

Sr;hedule G 

Pwrl A 

Alloo;HtionĒ-in-krnd to provinccs for dcs3gnaied sper:ioi f>rogrammas 

Part B 

Atlocattons-rn’kind to municipalities for designated special programme$ 

Schedule 7 

Part A 

A!tocations to provincec for immediate disaster response 

Part B 

Ailocatians to muniotpa!itics for immediate disnster response 


lt is lmportant thai Ihe iransfers applīcable to mumcipa!iīics aro made transparenīly anrf 
properly captured in mumdpalitteJ5’ budgets In thn$ regard. regulatiari 10 of Ihe Munieipai 
Budget and Repariitig Reguiations provides guidance on vvh<-;n munfcipaiities should ryflect r-j 
transfer or donation in thatr budgets Note |hat pryrrnses of funds that do not meet tho 
reqūirements set out in regulation 10 must not be rncluded in the muniC!pality , & budget 

Mumdpatities arc advisod nol to provido for transfers from nalional nr pr»vinr;iHl dnpnrtmnnts 
!hat are no! ga7eitad in tarrns nf the 2015 Division of Revenuo Act (oneo onacted) or tho 
reievant pravrncial budpel, or for whieh o propcrlv approvcd agency agreemanl is nol in plaoe 
3uch ad hor. 1ransfars are very often unauthorised expendUure a! ihe nauonal snd provinciol 
level, and are invariabEy rdaled tu Tfscal dumping. 

Afso riole Ehai grant$-in“kind ia,y. capital transferred by a dtstricl to a loeai munidpal]ty) 

rieed (o be budgeted for as a transfer or grant’ on Tabi« A4 by |ho distric! muhidpality (and 
nol on (heir lahle A5 (Sirdgeied Capitnf Budgei SFnce the expendi!ure does nol get 
capitaliāad). and as a 'contnbiited asset' on Table A4 (Budgeled Financial Per1ormance) by 
the loea! municipality, and (rom thera directiy nn T.-itile AG (Budgeted Finanda1 Po$ition), 

fn sup[x>rl of regulation 10 uf Ihe Munieipai Budget and Reporiing RcgutattonF. the 2015 
Drvis(on of Rcvcnue Btll provldcs that - 
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1. In lerms of sect<on 1 G, Matii>nal Treasury is requrrod to publish in the Govsfnment Gazette 
!he afloratior>s and indicalivc allocat]ons Tor al[ national t]rant 5 to mumcipafilies. 

2. 1(1 tHrms of 5cction UŪ a cach pmvincial treaspry is requircd to publish in the Governmenf 
Gazettc the alloealiona and indicative allocations pcr municipailty for evcry allocation to he 
made by Iho province to mLintcipaliiies from the provtnce's own funds and 

3. In terms of aaeiiun 29, eaeh catogory C municiparity musl indicate in its budget all 
yliocations from iEs cquftab(e share and conditional allocctions to be transf«rr«d to eaeh 
category B municipality wilhin the category C rmmicipality's area of jubsdiction 

The Government Gazette retlecling the ailocations and indicatfve ailocatrons for all nationaf 
grnnts to municipalities wiil be avaiiable wiLhin 14 days of ihe ?Q15 Drvision of Revcnuo Act 
b«my signed into law nt t!ic folbwrrig address 

http://www . Lr easu rv.gov. 2n/legislation/bills/2Q 1 5 »''D efau lLasux 

ln addition, NationaJ Treasury puhJishes b paymenl schedulc that sets out exactfy when the 
aqi iitable share and nationaE ccnditirmal gront funds are tu be transferred to municīpafltics. 

Thrs will be available at: 

hltn mf ma lroasury 0 Qy.z; :i,' Media PeieaEe^/Munieioal'l.o^OPa^menl^o^O^ehaPule/Pau ea’heīa 
u1t.a spx 

7.1 Timing of munleipal cor»ditional grant transfers 

In order lo fac«liiate synchronjsation of thē naiional / pruvincial financial year (01 April to 31 
March) with the munieipal financiat year f01 July to 30 June), thc 2015 Divfsion nf Revenue Bi!J 
requires that all eqLitablf> shxiro and 5cheriule 4 and 5 condrliunal allocalions to mun:icipalitios 
rnust be uansferred to mumcipalittes wiīhin ihe period Q1 JuJy 2015 lo 31 March 2016, 
Munidpalities must noī aeeepl any equibible share or Schedule 4 and Schodulc 5 tmnsfers 
from naiional nr provincial departments outside of these timeframes. 

National and provincial dopartments are also advised tu only lransfer grant funds and to only 
make agenoy payments īo municipalfties within thc pcriod 01 July 2Ū15 to 31 March 2016 
1 his is iū 1 cnsurc īhe munioipa|ity is able Lo include such funds on rts bud'gct Lor 2015/16 and to 
ensure that reporting on Lhe use o'i the funds is proporly alignod across the national, provincial 
and munieipol hnaneial ycnrs, 

7.2 Payment schedule fortransfers 

Naīionai Treasury has !nstitutsd on auiomated payment system for transfers lo munidpalittes 
in orcter to erisure that appropriate safety checks are pul in plaee. 

Saction 23 oī the 2015 DiVlsion of Revenue BilJ requires transfers to mumcipalities to bc mado 
as per ihe approved payment schcdule publlshed by Naīional Tre3suiy. Through this system, 
any transfws noi ln line with īhe paymeīit eohehula will be rejected, ln addition, if thc paymeni 
detaits of rnunicipa(ity are not iip-io datc thc transtcrr, will aisa he rcjccted. 

7.3 Provincīal a!locations and payment schedulcs 

Provincial Trcasudes must pub!ish in a gazettd al! provindal allocations envisaged to be 
transferred to municipalīties and subm«t the gazette lo Natignal Traasury gn <i date not iaLer 
tban 14 days after Ihe Division ūf Revenuc Act hns been enacted, 

Provincc:s must also submi! to !he Nalional Treasury Ihe payment achedu!e againsl aii 
provīnCia1 allūūaliona to mumcipa!itres 14 days after the AeL lakcs effoct. The payment 
scheduJo must innluho the rlate of transfer. Lhe amounl and Lhe name of the grant i'he 
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Provinci&J rreasurlos musī notlfy the receivioy officers of any devīati€nns from the paymBnt 
schedule Ihe payment schedules lhat pmvinciel trtasuries ane reqoired to submJī to NoNemal 
Treasury in temvs of sectiorr 3Ū(GJ of the 3015 Dimton of Revenue Bill will be published r Jn 
Nahonal rreasury s w©bsite. along with rhe nstionaJ paymeni schedule 

7.4 Relatīonahip hetween Cafefiory C and Category 8 munieipaliiien 

The Division of Rcvenue Brtl (DoRF) provkfes lhat Ihe revenucr; raised natiuna[ly in raspect of 
Ihe 2015/10 financiaJ year mu$t be divided amortfl the naliunal, provmciaE and loeal spheres of 
govemment. Furthermore, aeellen 29 of the DoRB slates lhat category C munīcfpality must, 
withrn 10 days after Ihe Act takes effcct. submil to tJio Naiional Treasury and all caiegoiy B 
municjpalitres wrthin that mumcipal(ty's area of jurisdicticin rhe hudyet. m tnbled in accordance 
with section 16 of tho MFMA. tor the 2015/16 llnaneial year r 

Transfers arc always made to rhe rnunicīpality (dastnct or loeal) authorlsed lo perform a 
funotion |n oases where basic scrviccs functinns are assigned lo dislnct munieipalilieā 
Natronal rrcasury puJ3Jishes, for infgrrnstign purpo 5 SE, Ihe amounts that would heve been 
allOC3ted to eaeh Jocal municJpality 1hrough the formuJas for the loeal governir«ent cquitable 
share and munieipal infrastructure grant if loeal municipalities were assigned these basic 
services funclrons. These amounts are put>ISshed m Appendix W1 and Appendix W2 to the 
2015 Division of Revēnue Bill (see pages 27t-2fl4 of the Bil| ) 

The budget of a category C municipality must (ndicata all ālJocations frorn ils equitable share 
and cnnrfitinnal allocations to be transfetred lo eaeh caīcgory B municipa!ity withlr> the 
category C munictpality s area of jurisrtictīon and disdose Ihe criteria for allocating tunds 
bctv./aan the oategory B munfcīpalitiee, The folJowmg practtcal arrangemont wiEl apply 

Stap 1: District Municipality (category C munlcipafity) must when tabling 1heir budgets 

)ndicate whieh munbipalrties wilhin their area of jutisdidion wifl receive allocations 
from Ihe municipality: 

Step 2: Aher Ihe DoRA mkes cffcct thc Djstnct Muntcipality mus! wilhin 10 days submit Ihe 

lahleei hudgel that eonlaine aliocations lu be made to category B munlciipallties; 

5tcp 3: The Dis1rid MunicipaliLy musl share wilh the munlcJpalities within its jurisdiction 

how mueh is aliocatcd to thom, what criteria was used In make albcatigns and 
agree with the affected municipalities on how thc monias are going to he 
disbursed The dlsbursement schedule (payment scheduiej must be sent to 
Nafcnal Traasury and respecdve Provindal Treasury bcfore the beglnning of the 
munīeīpal ffnancfaf yaar; 

Step 4 ihe District MunrcipaJlty having the authority lo provide munieipal services, must 
before implementing any eapelal pruject consuJt with the catcgnry B munJdpaUty 
affcctcd ond agree En wriling lhrougti h Servit:u l Agreemenl J.SLA) wJio will be 
rūsponsibla fnr uperaticma! costs and eoileelion oī rates; and 

Step 5 Dīstric! Municipality must make transfers to lheir loeal munJcipaUtifes accordtng to 
Ihe agreed upon paymcnt schedulc. 

Nalīonal Treasury rnay wiihhoki or stop any fundiny altocated to e category C riKJnrcipaīity and 
realJocate il to a catcgory B municipalily if thc catagory C munlclpality farls lo 

r) mako allocations to tfw respective municJpalitias wilhin thwir ]uiisdidk)n: 

iij reach an agreenient with thc cotegory B munlcipality; and 

iii) submrl Ihe paymanl schedule to Natronyl Treasury and respective Provincial Treasury. 
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7.5 Respon&ibifittea of tr3nsferring ond rcceMng author!tīcs 

The lygeil ohiigattons placed on transferrfng and rocdvfrtg officnrs ln lF?rms of Ihe 2015 DoRB 
nro very sjmilar to previou& raquiremeril!i. Nalionai Treasury lnlends ensurtngi strīct 
eomplianee in ordor lo improvo spending teve1s, aiuJ' ihu t|uaiily yf informalion to Ihe 

managārriēnl of conditiona1 grants. 

Munidpalilies are again rominded that eomplianeo wjth the annual DoRA is the respnnsibrfity 
of the munieipal manager as the "receiving officer The munieipai manager is responsibfe for. 
among other lhrngs. the tablmg of month(y reports in eouneil on whether or not the munlcipafity 
is cornplying with ihe DoRA He/she is abo responsible tor reportmg on any delays in īho 
transfer or the withholding of funds. Fni]uro on Eho part of a munieipal manager to comply wīīh 
the A u in this regard will have financial impJīcations for the municipaiity as it witl tead īo the 
municipalrty 1ostng revenue when funds are stopped arrd/or reailocated 

Wherc the munīdpaffty is unahle to compJy, or roqufros an extenSion, the munieipal manager 
must apply to the Nattonal Troasury dnd provido comprehensive moiivation for the non- 
compfiance. 

7.6 Criteria for the rotlover of conditional grant funds 


SectiOn 22 oī Lhe 2014 Dīvbron of Revenue ArU requires that any conditional grants whieh are 
hol spent at the end of tho munioipal linaneial year must revērt īo ihe Naiionel Revenue Fund, 
unfess Ihe receivmg officer praves to the satisfaction of Natronal Treasury thal the unspent 
aflocatton is committed īo identiflable projoc|s, in whieh eaae thn funds māy be rottod nver 

When applylng to retern unspent conditional elloealione committed to l<fentiflsble projocis or 
requesting a rollover in terms of seclion 22{2) of Ihe Divrsion oJ Revenue Act. municipaiities 
must suppfy Natronal Treasury wrth the following rnformation - 

1 A forma1 feitei addressed to īhe Naīional Tr$8sury requesliny lh« rollover of un&penl 
conditJonal grantR in terms of seciion 22{2) of the 2014 of DoRA. Tho telter must 
signed by the aeeounlmp offtcer; 

2 Li^l of atl tho projects that are f[nKed to the unspent conditional grants and ]ndicatē how 
mueh was aitocaīed and spent pār pruject. 

3. Evidence Ihai work on eaeh of īhe projects has eommoneeei, namely either of |he 
following: 

a Proof thai īhe project tender was pub1ished and Ihe pertod for īender SUbmiSSiorlS 
closcd beīore 31 March; or 

b Proof īha! h coniractor ar servit:« provkler wes appoīnted foi de1ivery of ihe project 
before 30 June. 

4 A progrfiss repnrt (al bo in pamftntagaa) on the sī?3te of impiemeniaiion of eneh of īhe 
projecīs; 

5 The emouni of funds committed to oaeh projcct and Iho conditional a]tocation from whieh 
īhe funds eome; 

6. Reasons why the grants were noī fully sponī in ihe year (haī lt was ongjna1ly altocated as 
per the DoRA; 

7 Municipahtiē5 musl not inc!ude prewous year'5 unspent condi|ional grenls as s roltover 
roqucs1, Ro!lovcr of rollovers will not be constdered; 

8. An indica!iyn of the time-pārtotj wiīhin whieh īhe funds aie lo he spent, and 
9 Proof ihsi Ihe Chief Hnanolal Officer and Munieipal Manager are permanently fippointcd. 

No roltaver requests will b€ considcrcd for municip3titics with vacanf or acting 
chief hnaneiai officer$ smd Munieipal for a p$riod exceeding 4 mōnths 
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\f any of the above information ts not provideti or īhe appllealion is received by Naiiona! 
Trea$ury after 31 August 2015, ihe application will be dec!ined. 

In add!lion. Nalional Trcasury will 3lso loke into aeeounl the followinq informatton when 
assessing rollover applicalions. and reserves the righl to decline un applrcation if there is non- 
perFdrmafiCe by the munidpslity in any of these areas- 

1. Compliance wilh Ihe in-year reporting requirements in sections 71 and 12 of Ihe MFMA 
and section 12 of the 201-1 DoRA, |nducfinp Ihe munleipal manager and chief Nnaneial 
officer signing-off on ihe informatfon sen! lo Natfonal Treasury; 

2 Submissron oī the pre-audtl Annual Ftnanclal Slatements tnformation to National Treasury 
by 31 August 201 5; 

3. Accurate disdoeure bf grarit performance in the 2014/15 pre-audlt Annual Finandal 
St 0 temenfs; 

4. Under no circumslānce would the Naiional Treasury approve 11 ie entire alloeaMon nf the 
municfpality i.e The munidpallty must spend a mimmum of 50 per cent of ihe alloeaiion 
per programme; 

5. Cash availabfo in tlw bank as M 30 June 2015 and in llne with the cash ftow statements 
to ftnance ihe roll-over request:. 

Q. No appruval wilE be granted for munidpelities requesīing ro!l over of the same grant for 
Ihe 3 s consecuMvfer tīme; and 

7 lncorporatlon of the Appropriation Stoiement tdiscussecj in point 6 7 bafow) ys part of ltie 
pre-audit Annual FinariCiBl Staterneots 

When approving yny ro!lover raquests, Nalional Treasury will use the latest conditional grant 
expervditun& lnformation availab!e at the lime, whieh in this instance is likdy to be Ihe 
disdosure of grani performance in Ihe 2014/15 pre-eudit Annual Pinaneiai Statemenīs whieh 
musl be concluded by 31 Augus1 2015. 

Simlfar lo the above mentiunetJ rullover process and in accordance wiīh section 22('3)(b) of 
Division of Revefiue Ael, provindal treasuries are encouraged lo Jns!ituts measures and 
crfterīa for Ihe rollover of conditronal granl funds that municipalities receiva from provincial 
departmenta. Refer to MFMA Bui1get Clrcular No.51 for more informelion. 

7,7 Unspent conditional grant funds for 201 4(1 5 

The process to ensure Ihe return of unspent conditional granls for Ihe 2014(15 financia! year 
will be managed in aecordance wilh sectfon 22 of the DoRA. !n ac!dltion to the previous 
MFMA circutars. the following practica1 arrangements will apply - 

Step 1 Munioipatities musl submil their June 2015 condittonal gr3nt expondituro reports 
according to āeelion 71 of the MFMA ref]ectin.g all accrued expenditure on 
randUfonal qmnts and furthcr ensurc thal ejtpenditures repoited to both Nallonel 
Treasury and nalīonal tītinsferring cjllfcers are the same. 

Step 2 When prcpanng their annual flnancial statementas a municipalUy must determlne 
what portfon of oueh nationaf condllional altocatfon it received remained unapenl 
as nt 30 June 2015. These amounts MIJST exclude all interest eamed on 
conditional granls. retantion and atl VAT related to conditiongl grant spending that 
has lieen rec\aimed from SARS, whieh musī be disctosed separately. 

Step 3: ff the receiving officer wants Lu motlvate in terms of aeelion 22(2) of Lhe DoRA 

2014 ihai the fonds are committed lo identiflable projects or wants lo propose an 
altĒrnative pnyment metbod or $dhēdule, the requrred 3nformolLon must be 
submitted io Nalīonal Treasury by 31 Augpst 201 5 National Treasury will not 
consider tiny roUover requests that arc incomplete (see item 7.6 Mow) ot 
tf\at are recoived aftcr ihis deediine. 
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